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AFFIDAVIT OF DOUGLASS LAWRENCE

I, Douglass Lawrence, being duly sworn, depose and say:

1. I am a resident of the State of Kansas. 1 was a member of the Kansas legislature
until 1996 and I am currently employed as a lobbyist in Kansas.

2. In September 2001, I began to work for Westar Energy, Inc. (“Westar™) as a
consultant. In November 2001, I was employed directly by Westar as its Vice P;esident for
=Govemmental Affairs. I held this position until the end of 2002.

3. In the spring of 2002, I consulted with David Wittig, the then President and CEO
of Westar, concerning a general plan to elevate Westar’s profile among Members of |
Congress who were active in the effort to enact new energy 1egislafion. This general plan,
out'ined by one of Westar’s Washington, D.C. lobbyists,lcalled for campaign contributions
totaling approximately $56,500, of which ‘$31,500 would be in the form of hard money |
contributions to federal candidates.

4. David Wittig devised a formula to raise this amount of money through the thirteen
most senior executives, including himself and Douglas Lake. Wittig assumed the greatest
financial responsibility, followed by Douglas Lake, and then in decreasing amounts to the
eleven remaining senior executives in the company, based on their respective pay grades. 1
then sent \'/arious inter-office memoranda reflecting the suggested contribution amoun.ts and
when the requested contributions would be needed. |

5. After Wittig provided the suggested contribution amounts, neither he (Wittig) nor

Lake had any further contact with me with regard to who was actually contributing or how
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much they were contributing. My only contact with Mr. Wittig with regard to campaign
contributions was with regard to his own personal contributions.

6. I was responsible for collecting the campaign contribution checks from the
thirteen designated contributors, although sometimes their duty was delegated to my assistant
Kathy Volpert (now Kalthy Lewis).

7. I was among those designated to' contribute a certain amount by David Wittig. I
voluntarily contributed more than what David Wittig suggested. I contributed more because
other executives w;ere not coptributing their suggested amounts. I did not advise David
Wittig about any of these matters and‘Wittig never made any inquirieé about contributors.

8. When checks were collected from the various executives by myself or Kathy
. Volpert, she would put them in a Federal Express envelope and have them shipped to
Richard Bornemann in Washington, D.C. We likely made three shipments by Federal
Expe:-s between May and October 2002, although it is possible that there could have one or
two additional rush shipments. ‘ |

0. I was not reimbursed, directly or indirectly, for any campaign contribution which
I made. My contributions were voluntary, and any end-of-the-year bonus I received wés not

in any fashion related to my contributions.

10. I spent a total of about 8 hours in 2002 in connection with the collection and

processing of these checks. p 7
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Notary Public \

My commission expires: 8 Z2L-0N
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CSTATEMENT

At Westar Energy we are committed to operating a safe, reliable,
open and innovative electric utility with uncompromising integrity.

' We will prowde fi rst-class service to our customers, and, given
f;the chorce they will not hesitate to choose us.We will be a
s fnendly, carmg neighbor and busmess partner worthy of trust.

e "Westar Energy will be a thnvmg, posmve environment where
hfw;employees are proud to work, diversity is celebrated and all

are treated wath respect. Talent and leadership of all employees

w:H set mdustry standards of excellence that foster job security.

‘We w:H be a premler utmty mvestment opportunity. Our
; nanc'aHy balanced orgamzat:on ‘will deliver consistent returns
jto our mvestors

| Letter to Shareholders 9 Form 10K

3 Directors and Officers 89 Shareholder Information and Assistance
4 Employees Make a Difference in 2002 89 Corporate Information
8 2002 Financial Measures
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2002 WESTAR ENERGY

By any measure, 2002 was a difficult year for Westar Energy The company recorded a loss

of $793 4 milhon, 45 percent of book value, the share price dro‘pped to a low of $8.50 from
$17.20 at its close December 31, 2001, the Secunties and Exchange Commission, the Federal
Energy Regulatory Commussion, and the US Attorney’s Office commenced invesiigations of various

DEAR FELLOW

AREHOLDERS

aspects of past business practices, relanons with the Kansas Corporation Commussion were severely
strained, and liquidity 1ssues became a concern by md-2002. In early 2003, we reduced our

quarterly dividend 37 percent, from 30 cents to 19 cents per share.

A bnght spot throughout this difficult year was that we continued to provide outstanding electric
utility service to nearly 647,000 Kansas customers Indeed, we were awarded the Edison Electnc
Insututes Emergenéy Response Award for our recovery efforts from one of the worst ice storms
in our history Our power plants performed at record levels for rehabulity, availability, and costs
of production

Additionally, in May and June of 2002, we 1ssued $1.5 billion of new debt, proceeds of which
retired matuning debt. These transactions addressed the liqudity 1ssues

As this letter 1s wntten, we believe you can be cautiously optimistic that at 20025 end a turn-
around had begun In Dgcember 2002 and January 2003, a new senior management team was
formed The appomtment of a non-executive chairman marks a deliberate and significant change
n our corporate governance. The nominatng committee of the Board of Directors 1s proceeding

to 1denufy independent candidates for consideration as directors.

In February 2003, we imtiated a comprehensive debt reduction and restructunng plan that calis -
for us by the end of 2004 to reduce debt by more than $2 hillion, exu all non-utihty and non-core

business activiuies, and return to our roots as a pure Kansas electnc unlity.

In carly 2003, we enhanced hquidity with the sale of about 40 percent of our mterest in ONEOK
for $300 milhon Currently available cash combined wath the proceeds of this sale provide us the
ability to retire matuning debt obligations through 2004 Importantly, our agreement with ONEOK
calls for the registration of our remaining holdings This should facthtate the sale of our remaining

holdings, subject to agiced-upon restrictions
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Our ability to meet our debt-reducuon target depends upon our success in selling the balance

of our interest m ONEOK, as well as our 88 percent interest in Protection One. We have retained
an investment-banking adviser to assist with the sale of Protection One. While we also intend to

dispose of our 100 percent interest in Protection One Europe (a separate comﬁany), its relatively

smaller size makes it less critical to our ability to meet our debt-reduction goal.

Our objective 1s to obtan enough cash from these asset sales, available free cash flow, and, if

needed, an equity issuance to meet our debt-reduction target.

Reducing the dividend was a necessary but very unwelcome step in our debt reduction and
restructuring plan. In addition to increasing cash available to pay down debt, we attempted to
achieve several other important goals. We wanted the dividend to be clearly sustainable and, at the
completion of our restructuring plan, to be able to grow at a rate consistent with the underlying
growth of our Kansas utility business. We wanted our stock price to begin to reflect not only our
improving credit quality but also a stable base from which future growth is a reahstic expectation.

We are fully cooperaung with the agencies involved in the various investigations noted at the
beginning of this letter. Beyond that, there 1s httle that 1t is appropriate for us to say about such
matters. With respect to the U.S. Attorneys Office and SEC matters, a Special Committee of the
Board of Directors was formed in October and, with the assistance of outside counsel, supervised

a thorough 1nternal investigation that has been completed. We will discuss the investigation at our
annual shareholder meeting June 16. The FERC matter involves limited power trades with another
utility as well as trades related to our system and cur marketing operations. We have examined

the subject transactions and do not believe they violated any laws or regulations.

As you might expect, class action lawsuits that reference these matters have been filed against
Westar Energy and certain of its officers and former officers. We will defend against these lawsuits.

Going forward, it is a new day at Westar Energy. We are commutted to regaming the confidence of
our stakeholders. Indeed, there 1s already tangible evidence of our progress. We understand that to
regain your confidence we must make steady and sustainable progress in building the value of your
investment. We are focused on that objective.

»
ALQAL_ = ~ Haom
Charles Q. Chandler IV James S. Haines, Jr.
Chairman of the Board President & Chief Executive Officer

2002 WESTAR ENERGY
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SHAREHOLDER SERVICES
The Westar Energy, Inc. 2002 Annual Report
incorporates in its entirety the Annual Report on

Form 10-K, as filed with the Securities and

Exchange Commission.

The single document enclosed satisfies any request |

for the separate annual report and Form 10-K

documents.

818 South Kansas Avenue / PO. Box 750320 / Topeka, Kansas 66675
Telephone. 1-800-527-2495
Internet: sharsves@wr.com
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Charles Q. Chandler IV (49)
Chairman of the Board

Elected 1999, Chairman 2002
Chairman of the Board, President
and Chief Executive Officer
INTRUST Bank

Wichita, Kansas

Committees: Audit and Finance,
Corporate Public Policy

Frank J. Becker (66)
Elected 1992

President

Becker Investments, Inc.
Lawrence, Kansas
Comnuttees: Human Resources,
Nominating

OFFICERS

James S. Haines, Jr. (56)

17 years of service

President and Chiefl Executive
Officer

William B. Moore (50)

23 years of service

Executive Vice President and
Chuief Operating Officer

Mark A. Ruelle (41)

11 years of service

Executive Vice President and
Chuef Finanaial Officer

Richard A. Dixon (59)

28 years of service

Semor Vice President, Operations
Strateg)

Dr. Gene A. Budig (63)
Elected 1999

Professor, Princeton University
Senior Adwiser to Major League
Baseball

And Scholar in Residence
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New York, New York
Committees: Audit and Finance,
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Also served from 1987 to 1998

Douglas R. Sterbenz (39)

6 years of service

Senior Vice President, Generation
and Marketing

Bruce A.Akin (38)
16 years of service
Vice President, Business Services

Greg A. Greenwood (37)
10 years of service
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Kelly B. Harrison (44)
22 years of service
Vice President, Regulatory

Anita Jo Hunt (40)
14 years of service .
Vice President, Risk Management

Larry D. Irick (46)

4 years of service

Vice Priesident  Gencial Counsel
and Corporate Secretar
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R.A. Edwards (57)

Elected 2001

President and Chief Executive
Officer

First National Bank of
Hutchinson

Hutchinson, Kansas
Committees: Audit and Finance,
Nominating

James S, Haines, Jr. (56)
Elected 2002

President and Chief Execuuve
Officer

‘Westar Energy, Inc.

Topeka, Kansas

Larry D. Irick (46)

Elected 2002

Vice President, General Counsel
and Corporate Secretary

Westar Energy, Inc.

Topeka, Kansas

John C. Nettels, Jr. (46)
Elected 2000

Partner

Sunson Mormson Hecker, LLP
Overland Park, Kansas
Commuttees: Nominating

Westar Energy Board of Directors,
from left, Charles Q. Chandler IV,
chairman; RA. Edwards; Dr. Gene A.
Budig John C. Nettels, jr:; James S.
Haines, jr; and Frank J. Becker.

Not pictured: Larry D. Irick.
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25 years of service
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12 years of service
Vice President, Public Affairs
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26 years of service
Vice President, Controller

Caroline A.Williams (46)
28 years of service
Vice President, Customer Care
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Todd Humes, lineman-journeyman,
left and Michael Richards, agent
electnc, replace a transformer

as part of an equipment upgrade
to a bne outside Hutchinson.

John Mitchell, distribution system operator,
monitors power distribution at the Wichita
System Control Center

WESTAR ENERGY

“ e

Westar Energy is proud of our relanonship with the commumties we serve. Our

employees’ and retirees’ commitment both at work and in their personal lives to our
communities 1s an important part of this relanonship. 2002 was filled with examples

of how their commtment benefits Westar Energy and all of our stakeholders

January 2002 ended with a shiver.as Kansas was it with one of the the worst 1ce storms

m Westar Energys 79-year history

EDICATION

EMPLOYEES MAKE A DIFFERENCE IN 2002

Crews from 10 states joined Westar Energy crews

to restore power to 116,000 customers over 4,000
square miles. Employees took food to crews in the
feld, enabling them to return to work faster. In spue
of the widespread area and commumication problems
brought on by damaged fiber optic lines, power was
returned to all customers wathin mine days The hard
work of crews 1n the feld and their support network
-earmed Westar.En'ergy an Emergency Response Award

from the Edison Elecinc Instute

Bdos pesrenaw



“l am really proud of the way our team pulled together and got power restored to our
customers,” said Tom Sydow, director of operations 1n Salna, who served as one of the
storm managers “Receiing the Emergency Response Award is a tribute to how willing

our employees are to go above and beyond expectations.”
Technology and help from customers also played a role in restoring power efficiently.

“Customers using the 1-800-LIGHT-KS line to report outages probably tnimmed a
day off our restoration time,” Caroline Williams, vice president, customer care, said.
The automated phone system answers up to 30,000 calls per hour and is networked

to help map outage locations and send work orders directly to trucks in the field.

Another important imuiative that enabled Westar Energy to recover from the storm
so quickly was our tree-tnmming program, for which the National Arbor Day

Foundation again recogmzed us as a Tree Line USA Unhity

As spring gave way to summer and temperatures chmbed, focus turned
to our energy centers Jeflrey Energy Center, our largest, generated more
than 16 7 muillion megawatt hours

of electnicity, exceeding all previous

25044120857

generauon records by more than
1 million MWh

“Jeffrey Energy Center had
an exceptional year This was

possible becausc of the dedication

P

and efforts of our employees
Our employees truly make the
difference,” said Dave Neufeld,
executive director, Jeffrey Encrgy

Center

Jeffrey’s 2002 performance
combined with other system
enhanclemems earned Jellrey
recogmtion as Powder River Basin
Coal Plant of the Year for 2003, an honor
hestowed on owr Tecumsch Energy Centet
n 2002

2002 WESTAR ENERGY

“Jeffrey Energy Center had
an exceptional year. This
was possible because of
the dedication and efforts
of our employees. Our
employees truly make the

difference.”

Dave Neufeld, executive director,
Jeffrey Energy Center

* Jefirey Energy Center s Westar Energy's
largest power plant. Top: Mark Kopp,
electrician-journeyman, replaces a seal
for one of the generators, middle, at
Jeffrey Bottom jeffrey burns Powder
River Basin'coal

-
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Tecumseh Energy Center was
named Small Plant of the Year 2002
by the Powder River Basin Coal

Users Group.

“Activities our volunteers
take on are as dwverse as
the volunteers themselves.
It 1s great to see how

engaged everyone 1s In

the community.”

Cynthna McCorvel, manager Il,

community affars

WESTAR

FNERG™

Installation of new continuous emission monitoring systems was completed at our
coal-fired plants 1n 2002. The new systems operate more effectively and allow more

accurate measurement of plant emissions

Natural gas-fired plants such as the Hutchinson, Murray Gill and Gordon Evans energy
centers were able 10 burn oil, saving the company money as gas prices rose “The flexibility
of the plants and of our crews has been a real asset to the company,” John Bndson,

executive director, power plants, who oversees the three energy centers, sad

Westar Energy unveiled online services lor our customers in 2002 A project team with
employees from several departments pulled together to develop an easy-to-use onlne bill
presentment and bill payment system Nol content to stop there, the team expanded online
‘services to mclude reporung power outages, placing orders 10 start or stop service, setting

up payment agreements and other features.

“Onhne services became reality 1n 2002 and have been very well received,” Jan McGovern,

representative, customer service mterface, who oversaw the project, said “Customers love

Energy Centers Bl Forced Outage Rate 8 Availabiity Factor
Percent

Abilene Energy Center

Gordon Evans Energy Center
Hutchinson Energy Center
jeffrey Energy Center*

LaCygne Energy Center*
Lawrence Energy Center
Murray Gill Energy Center
State Line Combined Cycle*
Tecumseh Energy Center

Wolf Creek Generaung Station*

10 20 30 40 50 60 70 80 90 100

Availabihty factor is the amount of ume o plant 1s avaiable for use i relauon to the amount of ume the plant could have been avarlable duning
a given fr the figure 1s wesighted by plont capocity Forced outage rate 15 the percentoge of tme that a plont 1s nonfuncuonal due to
P comp farure or bh

Y P

‘ Parual ownersiup by Westar Encrgy




doing bustness with us on the Web. More than 32,500 customer bills were
paid onhne in 2002 Thats 1n the first year of the program and before we
started adverusing the service.”

Serving customers sn't just a job for many Westar Energy employees.
Throughout the year Westar Energy employees and retirees and their

spouses across our service terntory roll up their sleeves to volunteer.

Westar Energys Green Team 1s a group of employees, retirees and
thewr family members who volunteer their talents and ume for a

variety of environmental projects across eastern Kansas.

Team members often gather as early as dawn on a Saturday to
F?pend the day planting native trees and grasses; building wetlands,
Lviewing blinds and bird rehabiluation enclosures; clearing and
e"""'ma\rking nature trails; or any of a host of other environmental projects
ajon public land. Frequently, the events are conducted in conjunction

gwith schools or youth orgamizations.

E‘Each employee and retiree bnings his or her umque background and talents

L1 1o the team, making Green Team projects successful and a good fit in our

™ different communities,” Green Team coordinator Brad Loveless, semor manager,
biology and conservation programs, said. “We take every opportunity to include
children in our work. We're educating the leaders of tomorrow on how to

preserve our prairie, waters and wildhfe.”

In 2002, Westar Energys Community Partners program recorded more than 53,000

hours of volunteer service by about 280 employees and retirees and their spouses.

Volunteenng 1s performed through individual efforts and through orgamized projects,

such as improvements made to the Helping Hands Humane Shelter by the Topeka

Westar Energy Retirees’ Club and teams of employees and reuirees wintenzing
homes for national Make a Difference Day.

“Activities our volunteers take on are as diverse as the volunteers themselves;
Cynthia McCarvel, manager I1, communmty affairs, who oversees Community
Partners and 1s haison to the retirees’ clubs, said “It 1s great to see how engaged
everyone is In the communty Community Partners 1s an extension of the
creativity, compassion and can-do spint that employees and reurees have long
brought 1o their jobs "

2002 WESTAR ENERGY

Customer Operations provides friendly,
professional service to Westar Energy's
647,000 customers. Anna Reid, customer
service specialist, top, Rachel White, customer
service representative, middie left, and

Stacy Holt, supervisor, phone center, answer
customers’ questions at the Wichita Phone
Center. Bottom' Westar Energy meter
readers, such as john Hanshaw, who works

in Topeka, get to know customers in the
neighborhoods they serve

Thioughout 2002, Westar Energy employecs, past and piesent continued to demonstrate

that ow commitment 10 ow community 1s more than business - 1ts personal

e
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Dan Konrade, control room operator,
looks into the boller that drives the
turbines at Tecumseh Energy Center.

2002 WESTAR ENERGY

FINANCIAL MEASURES
' 2002 2001
FINANCIAL DATA (Doliars in Milons)
Sales .. . . .. ... ... $1,771 $1,717
Earmings (losses) before interest and taxes:
Uulity .. e 247 207
Monitored Services ..... .. (370) n
Other ... . ... .. v e e e 69 24
| (54) 154
Earmings (loss) available for common stock ... .. (793) (22)
Assets
Utility . 5,033 4,932
Monitored Services e e e e 639 1,884
Other .... . ....... e e e e mn 817
Total ... .. ..... ceer e e 6,443 7.633
OPERATING DATA
Electnc:
Sales (thousands of MWh).
Retall uuhty sevice . ... ... 18,544 18,221
Wholesale and nterchange 9,115 7,547
Toual ... e 27,659 25,768
Customers (at year end) .. 647,000 640,000
Monitored Services cuslomer.f: (atyearend) ... .. 1,129,000 1,192,000
COMMON STOCK DATA '
Earnings (loss) per share .. ($11.06) (%0.31)
Dividends declared per common shale $1.20 $1.20
Book value pershare .. . .. $13.33 $25 60
Market value per share (at year end) $9.90 $17.20
Common stock price range
High . C e e e $18.00 $25.88
Low . . ... ...... $8.50 $15.62
Average common shares outslandmg 71,731,580 70,649,969
Dividend yreld . 12.1% 7.0%
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2002

OR

[0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
Commission File Number 1-3523

Westar Energy, Inc.

(Exact name of registrant as specified in 1ts charter)

Kansas L)

(State or other junsdicuon of incorporation or organization) (1R S Employer Idenuficanon Number)

818 South Kansas Avenue, Topeka, Kansas 66612 (785)575-6300
(Address, including Zip code and telephone number, including area code, of registrant’s pnncipal execuuve offices)

Securities registered pursuant to Sectuon 12(b) of the Act
Common Stock, par value $5.00 per share New York Stock Exchange

(Title of each class) (Name of each exchange on which regstered)

Secunties registered pursuant to Section 12(g) of the Apt
Preferred Stock, 4-1/2% Series, $100 par value
(Tutle of Class)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Secuon 13 or
15(d) of the Secunues Exchange Act of 1934 dunng the preceding 12 months (or for such shorter penod
that the registrant was required to file such reports), and (2) has been subject to such fiing requirements for
the past 90 days. Yes(X] No[]

Indicate by check mark 1f disclosure of delinquent filers pursuant to Item 405 of Regulation S-K 1s not
contamned heremn, and will not be contained, to the best of registrant’s knowledge, 1n defimuve proxy or
mformation statements incorporated by reference n Part 111 of this Form 10-K or any amendment to thus
Form 10-K [(J '

Indicate by check mark whether the registrant 1s an accelerated filer (as defined 1n Rule 12b-2 of the Act)

Yes(x] No[J]

The aggregate market valuc of the voung common equity held hy non-affiates of the registrant was approamately
$1,095 919 835 at June 28 2002

Indicate the number of shaies outstanding ol cach ol the 1cgistiants classes of common stock as of the
latest practicable date '

Common Stock, patr value $5 00 per shaic 71.809,320 shares

At tOueseandime ar March 14 200 .

2002 WESTAR ENERGY
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FORWARD-LOOKING STATEMENTS

Cenain matters discussed m this Annual Report on Form 10-K are “forward-
looking statements.” The Pnvate Securities Lingaton Reform Act of 1995 has
estabhshed that these statlements quahfy for safe harbors from hability Forward-
looking statements may include words like we “believe,” “anncipate,” “target,”
“expect,” “pro forma,” “estimate,” “intend” or words of simlar meaning Forward-
looking statements descnibe our future plans, objecuves, expectauons or goals.
Such statements address future events and conditions concerming capual
expenditures, earmings; hquidity and capital resources; hitiganon; accounting
matters, possible corporate restructunngs, mergers, acquisitions and dispositions;
the sale of assets proposed in our Debt Reduction and Restructunng Plan filed
with the Kansas Corporation Commussion on February 6, 2003, comphance with
debt and other restnicuve covenants; mterest and dividends; Protection One, Inc.5
financial condtion and its 1impact on our consohdated results; possible future
impairment charges, environmental matters; nuclear operations; events in foreign

markets in which investments have been made; and the overall economy of our
service area

What happens in each case could vary matenally from what we expect because of
such things as: electnc uthty deregulation or re-regulanon; regulated and
competitive markets; ongoing municipal, state and federal activities, economic
conditions, changes in accounting requirements and other accounting matters;
changing weather, rate and other regulatory matters, mcluding the impact of the
November 8, 2002 and December 23, 2002 orders 1ssued by the Kansas
Corporauon Commission requinng debt reducuon; amendments or revisions to
our Debt Reduction and Restructunng Plan filed with the Kansas Corporauon
Commmussion, the impact of changes and downturns n the energy mdustry and
the market for trading wholesale electriaity, the sale of our nterests n ONEOK,

Inc , Protection One, Inc., and Protecion One Europe; the federal grand jury
subpoena by the United States Attorney’ Office requesting certan information;
the Secunnes and Exchange Commission’s review of our consohdated financial
statements, the subpoena received from the Federal Energy Regulatory
Commussion seeking informauon on power trades with Cleco Corporation and 1ts
affihates and on other power marketing transactions; pohtical, legislative and
regulatory developments; regulatory, legislative and judicial actions; the impact of
the purported shareholder and employee class action lawsuuts filed agamst us; the
impact of changes 1n interest rates generally and, specifically, changes in the
London Interbank offer rate (LIBOR) on the fair value of our swap transactuions;
changes in the 10-year United States treasury rates and the corresponding impact
on the fair value of our call option, homeland secunty considerauons, ongoing
impairment tests, coal, natural gas and o1l pnces, and other circumstances
affecung anucipated operations, sales and costs.

These hsts are not all-inclusive because 1t 1s not possible 1o predict all possible
factors This report should be read m its entirety. No one section of the report
deals wath all aspects of the subject matter. Any forward-looking statement speaks
only as of the date such statement was made, and we do not undertake any
obhgation 10 update any forward-looking statement to reflect events or
awrcumstances after the date on which such statement was made except as
required by applicable laws or regulanions
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PART |

ITEM 1. BUSINESS

GENERAL

Westar Energy, Inc., a Kansas corporation incorporated in 1924,
operates the largest electric utility in Kansas and owns mterests in
momitored secunty businesses and other nvestments. Unless the
context otherwise indicates, all references n this Annual Report on
Form 10-K to “the company,” “we; “us;’ “our” or simular words are to
Westar Energy, Inc. and its consohdated subsidiaries. The term
“Westar Energy” refers to Westar Energy, Inc. alone and not together
with its consohdated subsidiaries We provide electnc generation,
transmission and distnibution services to approximately 647,000
customers in Kansas. We also provide monitored secunty services to
over 1 1 million customers in the Umited States and Europe ONEOK,
Inc (ONEOK), in which we presently own an approximate 27 5%
interest (we owned an approximate 45% interest at December 31,
2002; see “— Changes n ONEOK Ownership” below), provides
natural gas transmussion and distribunion services to approximately
1.9 million customers in Kansas, Oklahoma and Texas Our
corporate headquarters are located at 818 South Kansas Avenue,
Topeka, Kansas 66612

Westar Energy and Kansas Gas and Electnc Company (KGE), a
wholly owned subsidiary, provide rate regulated electric service. KGE
owns 47% of Wolf Creek Nuclear Operating Corporation (WCNOC),
the operating company for Woll Creek Generating Station (Wolf
Creek), our nuclear powered generaung facility.

Westar Industnies, Inc. (Westar Industries), our wholly owned
subsichary, owns our interests n Protection One, Inc. (Protecuon
One), Protection One Europe, ONEOK and our other non-utility
businesses. Protecuion One, a pubhcly traded, approximately 88%-
owned subsidiary, and Protection One Europe provide monitored
secunty services. Protecuon One Europe refers collecuvely to
Protection One International, Inc, a wholly owned subsidiary of
Westar Industnes, and 1ts subsidiaries, mcluding a French subsidiary
n which it owns an approximate 99.8% interest

SIGNIFICANT BUSINESS DEVELOPMENTS

Overview

A number of sigmificant developments have 1mpacted us and our
busness operations since January 2002

= We hired a new chuef executive officer and senior management team

w We filed a new Debt Reduction and Restructuning Plan (the Debt
Reduction Plan) with the Kansas Corporation Commussion (KCC)
that reflects our decision 10 return to being exclusively a Kansas
electnic utihty, replacing an earher plan that contemplated the
separation of Westar Industries

= We began implementing the Debt Reduction Plan by (a) seling a
portion of our ONEOK preferred stock, exchanging the remaiming
preferred stock for a new class of ONEOK preferred stock and
modifying our related agreements with ONEOK, (b) reducing our
first quarter 2003 dividend 37% 10 $0 19 per share, and (c)
explonng aliernauves for the disposiion of our miciests m
Protcction One and Protection One Europe

e In May and June 2002, we 1chnanced appronimately $1 3 bilhon of
outstanding deht
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= A Special Commuttee of our board of directors, the Secunties and
Exchange Commission (SEC), the Federal Energy Regulatory
Commussion (FERC) and a federal grand jury imniated invesugations
INto vanous matters.

s We recorded impairment charges related to our momtored secunty
businesses of approximately $864.9 million, net of 1ax benefit and
munonty nterests, of which $671.0 million was related 10 goodwall
and $193.9 million was related to customer accounts.

» We repurchased a portion of our 6.25% senior unsecured notes
that have a final maturity of August 15, 2018 and are putable and
callable on August 15, 2003 (the putable/callable notes). As a
result, we recognized a loss related to the fair value of a call option
associated with the putable/callable notes for 2002 of $23.7 million,
net of a $15.7 million tax benefit.

» We reduced our utility work force by approxamately 400 employees
through a voluntary separation program.

» We restored service from a severe ice storm in late January 2002
and incurred $19.3 million for restoration costs, a portion of which
was capitalized.

» ONEOK gave us notice of terminanion effective December 2003 of
a shared services agreement pursuant to which we .provide
customer service functions to each other, including meter reading,
customer billing and call center operations. We expect termnation
of thus agreement wll increase our annual costs to provide these
services by approximately $11 mullion to $13 mulhon.

New Chief Executive Officer and Senior Management Team

James S. Haines, Jr., Joined us in December 2002 as our chief executive
officer and president and a member of the board of directors He
replaced David C. Witng, who resigned on November 22, 2002 from
all of hus positions with us and our affihates Mr Witug had been-on
administrative leave without pay since November 7, 2002 as a result
of his indictment by a federal grand jury in Topeka, Kansas, for
acuions ansing from his personal dealings .

Mr. Hames added new members 1o our senior management team,
including Wilham B. Moore as executive vice president and chuef
operating officer, and Mark A Ruelle as executive vice president and
chief financial officer. All of these officers were previously employed
with us and have a strong background m the electnic unlity business.
Douglas T Lake, our-executive vice president and chief strategic
officer, resigned as a member of the board of directors and was placed
on unpaid leave from all of his other posinons with us and our
affiliates on December 6, 2002.

See Note 35 of the Notes to Consohdated Financial Statements,
“Potential Liabilites to David C Witug and Douglas T. Lake; for
information about our potenual habilities to Mr. Wittig and Mr. Lake.

KCC Orders and Debt Reduction and Restructuring Plan

On February 6, 2003, we filed the Debt Reduction Plan wath the KCC
outlining our plans for paying down debt and restructunng the
company The Debt Reduction Plan calls for the sale of our non-utihity
assets, mcluding our nterests in Protecion One, Protecion One
Europe and ONEOK As part of the Debt Reduction Plan, the first
quarter 2003 dinidend on our common stock was reduced 37% 10
$0 19 por share In addinon, the Debt Reducuion Plan contemplates
the potenual issuance of additional Westar Energy equuy if needed 10
further reduce debt following the disposiion of all matenal non-
utthty assets On February 10, 2003 the KCC issued an avder n
which it stated that the Debt Reducuon Plan appears 1o make a goad-
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faith effort to address the concerns expressed i the KCC’s pnor
orders and that the KCC needed additional tme to review the Debt
Reduction Plan prior to addressing other 1ssues The KCC also stayed
the requirement of a December 23, 2002 order that we form a uuhty-
only subsidiary for our former KPL electnc unlity dmsion (KPL) no
later than August 1, 2003.

The Debt Reduction Plan replaced a previous financial plan to which
we devoted extensive efforts throughout 2002 to obtain KCC
approval. This plan contemplated the sale of Westar Industnes
common stock in a rights offering. We refer you to our Annual Repon
on Form 10-K for the year ended December 31, 2001 and
subsequent Quarnterly Reports on Form 10-Q for further informauon
on this finanaal plan and related KCC orders The KCC rejected this
plan on November 8, 2002 and 1ssued an order that directed us to file
a new financial plan, to reverse specified mtercompany transactions,
to reduce debt by $100 milhon annually in each of the next two years
from internally generated cash flow, and to restructure our
organizational structure so that KPL would be placed 1n a separate
subsidiary with the amount of debt held by the uulity not exceeding
$1.47 hillion The order further established standstill protections
requinng that we seek KCC approval before we enter into centan
transactions with a non-utilwty affiliate Following our filing of a
motion for reconsideranon and clarification of this order, the KCC
1ssued an order on December 23, 2002 direcung that no later than
August 1, 2003, KPL be held within a separate uulity-only subsidhary
and that the consolidated debt for all of our utihty businesses not
exceed $1.67 billon.

The standstill provisions of the December 23, 2002 KCC order
potennially could have had a material impact on Protection One.
These standstll provisions are descnibed in Note 3 of the Notes to
Consolidated Finanaial Statements, “Rate Matters and Regulation”
On March 11, 2003, the KCC 1ssued an order permitting us to make
the payment due to Protection One in 2003 under a tax shanng
agreement and to continue making loans to Protection One under a
revolving credit facihty. In addition, the order permutted us to
remburse Protecion One approximately $4.4 mllion for informanon
technology and aviation services, subject to certain conditions.

The KCC staff and other parties to the KCC docket considenng the
Debt Reduction Plan have filed comments on the Debt Reduction
Plan. The KCC has not yet established a procedural schedule for
considenng the Debt Reduction Plan and the related comments. We
are unable to predict what action the KCC will take wath respect to
the Debt Reducuon Plan.

The KCC Orders dated November 8, 2002, December 23, 2002,
February 10, 2003 and March 11, 2003 and the Debt Reduction Plan
are exhibits to this Annual Report on Form 10-K. All of such exhubits
are incorporated by reference herem All of the documents concerning
these matters, including the KCC Orders, can also be reviewed at the
website of the KCC at www kec.state ks us (the website information
15 not ncorporated herein or otherwise made a part of this Annual
Report on Form 10-K) We refer you to these documents for further
informanon concerning these matters

Changes in ONEOK Ownership

On February 5, 2003, ONEOK repurchased fiom Westar Industnes
0,038,755 shares of its Senes A Converuble Preferied Stock, which were

convertible nto 18,077,511 shares of common stock We received
$300 mulhon as a result of this sale, which was previously approved
by the KCC. We antcipate using all or a portion of the net proceeds to
repurchase or provide for the repayment of all of the putable/callable
notes and a portion of our 6.875% senior unsecured notes. '

Westar Industnes also exchanged 1ts remaming shares of Series A
Convertible Preferred Stock for 21,815,386 new shares of ONEOKS
Series D Convertible Preferred Stock. ONEOK has agreed to file a
shell registranion statement covering the Series D Convertible
Preferred and common stock held by Westar Industnes. Future sales
will be subject to vanous conditions including the effecuveness of
such registration, the required waiver or expiration of a 180-day lock-
up penod ending on July 22, 2003, and future market conditions. As
of March 14, 2003, Westar Industries holds an approximate
27.5% ownership interest In ONEOK, assuming conversion of the
Senes D Convertible Preferred Stock.

In 2002 and prior periods, we accounted for our ONEOK common
stock mnvestment under the equity method of accounting. During
2003, we wll account for our ONEOK common stock investment as
an available-for-sale secunity under Statement of Financial
Accounting Standards (SFAS) No 115, “Accounting for Certain
Investments in Debt and Equity Secunities; and mark to market its
fair value through other comprehensive income. We will begin
accounting for our ONEOK Senes D Convertible Preferred Stock
mnvestment under this method 1if and when a public market for these
secunties develops

Sale of Protection One and Protection One Europe

On January 13, 2003, we announced that our board of directors
authonzed management to explore alternanves for disposing of our
mvestments in Protection One and Protection One Europe. The Debt
Reduction Plan prowides for the sale of our interests in Protection One
Europe with a targeted closing of mid-2003 and the sale of our
interest in Protection One with a targeted closing by late 2003 or early
2004. As a result, these operations were classified as discontmued
operations during the first quarter of 2003 pursuant to the provisions
of SFAS No. 144, “Accounting for the Impairment and Disposal of
Long-Lived Assets”

As discontinued operations, we will be required to determine the fair
value of our investment, which will be the net amount we expect to
realize from the sale of the investment. The investment must be
reported at the lesser of our recorded basis or the estimated fair value.
If the fair value 1s less than our recorded basis, we wll be required to
record an expense equal to the amount, which could be matenal, by
which our basis exceeds the esumated fair value.

We solicited and received indications of value for Protection One
Europe from potential buyers These indications of value are within a
range we would be wilhng to accept They mndicated the recorded
goodwll for Protection One Europe had no value. Accordingly, we
recorded a $36 milhon impairment charge in the fourth quarter of
2002 10 reflect the impairment of all remaiming goodwill at Protecuion
One Europe We are willing to accept offers in the mdicated range due
10 our abihity to use the tax loss on this sale 1o offset the taxes that
would otherwise be due from ow sale of other investments We will
recognize a $58 milhon tax benelit in the hirst quaner of 2003 when
Piotecion One Europe 1s classified as a discontinued operation
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Ongoing Investigations
Grand Jury Subpoena

On September 17, 2002, we were served with a federal grand jury
subpoena by the United States Auorney’s Office in Topeka, Kansas,
requesting information concerning the use of aircraft and our annual
shareholder meetings Since that date, the United States Attorneys
Office has served additional subpoenas on us and certain of our
employees requesting further information concerning the use of
aircraft; executive compensation arrangements with Mr Wattig, Mr.
Lake and other former and present officers; the proposed rights
offening of Westar Industries stock; and the company in general We
are providing information in response to these requests and are fully
cooperating in the investigation We have not been informed that we
are a target of the investigation We are unable to predict the ultimate
outcome of the mvestigation or its impact on us.

Securities and Exchange Commission Inquiry

On November 1, 2002, the SEC noufied us that 1t would be
conducting an nquiry into the matters mvolved in the restatement of
our first and second quarter 2002 fmancial statements. Our counsel has
communicated with the SEC about these matters and other matters
within the scope of the grand jury investigation. We are unable to
predict the ultimate outcome of the Inquiry or 1ts impact on us.

Special Committee Investigation

Our board of directors appointed a Special Commm.ee of directors to
nvestigate management matters and matters that are the subject of
the grand jury mvestigation and SEC inquiry The Special Committee
retained counsel and other advisors. The Special Commuttee
mvestigation has been completed and has not resulted in adjustments
to our consohdated financial statements.

FERC Subpoena

On December 16, 2002, we received a subpoena from FERC seeking
details on power trades with Cleco Corporauon (Cleco) and 1ts
affiliates, documents concerming power transactions between our
system and our marketing operations and mformation on power
trades in which we or other trading companies acted as intermedanes

We have provided information to FERC in response to the subpoena
We believe that our participation in these transactions did not violate
FERC rules and regulations. However, we are unable to predict the
ultimate outcome of the invesugation See Note 19 of the Notes to
Consolidated Financial Statements, “Ongoing Investigations —
FERC Subpoena; for additional information

Call Option

In August 1998, we entered nto a call option with an mvestment
bank related to the 1ssuance of $400 mullion of our putable/callable

. notes This call option 1s required to be settled by August 2003

through either a cash payment or a remarketing or refinancing of the
putable/callable notes The ultimate value of the call option will be
based on the difference between the 10-year United States treasury
rate on August 12, 2003 and 5 44% If the 10-year United States
treasury rate on August 12, 2003 1s less than 5 44%, we will have a
habihity to the investment bank at that ume At December 31, 2002,
our potential habihity under the call option was $62 2 milhon Based
on the 10-ycar forward neasury rate on March 14. 2003 of 391%,
we would be obhgated 1o make a cash payment of approximately
$69 1 milhon 1o settle the call opuon 1l we did not remarket o

2002 WESTAR ENERGY

refinance the notes. The amount of our hability will increase or
decrease approximately $5 milhon for every 10-basis pownt change in
the 10-year forward treasury rate. If settled through a remarketing or
refinancing, any habihity related to the call option will be amortized
as a credit Lo interest expense over the term of the new debt. The
investment bank will price the notes to yield a market premium
adequate to allow the investment bank to retain proceeds equal to the
fair value of the call option at settlement’

At the ume of issuance of the notes n 1998, we were not required by
generally accepted accounting pninciples (GAAP) to account
separately for the call option. However, when we began retiring these
notes as a part of our overall debt reduction strategy, the portion of
the call option associated with the retired notes became a free-
standing option required to be treated as a denvauve instrument
under SFAS No. 133, “Accounting for Derivative Instruments and
Hedging Acuvities;” as amended by SFAS Nos. 137 and 138 (collec- .
uvely, SFAS No. 133). In addition, under SFAS No. 133, we are
required to mark to market changes in the anticipated amount of the
habality related to the portion of the $400 million 1n notes that have
been retired so that our balance sheet reflects the current fair value of
the free standing portion of the call option. For 2002, we recognized
a loss of $10.1 million, net of $6.7 milhon tax benefit, related to the
fair value of the call option associated with the putable/callable notes
at the ume the notes were retired. This loss is included in our
consolidated statements of income as part of the gain on
extinguishment of debt line item of other income. For 2002, we also
recorded an additional non-cash charge of $13.6 million, net of
$9.0 mllion tax benefit, to reflect mark to market changes m the fair
value of the call option associated wath the retired notes. This charge
15 reflected 1n the other line item of other income m our consolidated
statements of income. In total, the loss recorded related to the fair
value of the call option for the year ended December 31, 2002 was
$23.7 million, net of $15.7 mullion tax benefit.

We mntend to repurchase or provide for the repayment of the
putable/caliable notes on or pnior to june 15, 2003 Any repurchase
of these notes will require us to mark to market addinonal amounts of
the call option. From January 1, 2003 through March 14, 2003, we
purchased $35.3 million face value of our putable/callable notes. We
cannot predict changes in the market value of the call option and
therefore cannot estimate amounts of future mark-to-market non-cash
charges associated with the call option or the impact on our eamings.

Impairment Charges

Effective January 1, 2002, we adopted SFAS No 142, “Accounting for
Goodwll and Other Intangible Assets;’ and SFAS No. 144, “Accounting
for the Impairment and Disposal of Long-Lived Assets.” As a result of
implementing the new standards, we recorded a charge for the first
quarter of 2002 of approximately $749.3 mullion (net of tax benefit
and munority nterests), of which $555.4 million was related to
goodwill and $193.9 milhion was related to customer accounts.

In addition, in the fourth quarter of 2002 we recorded a $79.7 million
impairment charge, net of tax benefit and minonty mterests, to reflect
the addiional impairment of all remaming goodwill of Protection
Ones North Amenca segment We also recorded a $36 milhon
impairment charge to reflect the impawrment of all remaming goodwill
al Piotecuon One Europe These accounung standards, the related
charges and other related mformauon aie discussed m Note 23 of the
Notes 1o Consohdated Financial Statements, impairment Charges
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Work Force Reductions

Dunng 2002, we reduced our utihity work force by approximately
400 employees through a voluntary separation program We
recorded a net charge of approximately $21.7 milhon in 2002 related
to this program We have replaced and may continue to replace some
of these employees For addinonal information, see Note 29 of the
Notes to Consohdated Financial Statements, “Work Force Reductions”

Ice Storm

In late January 2002, a severe ice storm swept through our uulity
service area causing extensive damage and loss of power to numerous
customers Through December 31, 2002, we incurred $19.3 million
for restoration costs, a portion of which was capitalized We have
deferred and recorded as a regulatory asset on our December 31,
2002 consolidated balance sheet restoration costs of approximately
$15.0 milhon We have received an accounting authonty order from
the KCC that allows us to accumulate and defer for potential future
recovery all operating and carrying costs related to storm restoration.

ELECTRIC UTILITY OPERATIONS

General

We supply electric energy at retail to approximately 647,000
customers in Kansas mcluding the communiues of Wichita, Topeka,
Lawrence, Manhattan, Salina and Hutchinson. We classify our
customers as residential. commercial and industnial as defined m our
tanffs We also supply electric energy at wholesale to the electric
distnibution systems of 62 Kansas cities and four rural electnic
cooperatives We have contracts for the sale, purchase or exchange of
wholesale electnaity with other utihties. In addition, we have power
markeung operauons that purchase and sell electricity in areas
outside our histoncal service termntory

Our electnc sales for the three years ended December 31 were as
{ollows

2002 2001 2000
(in Thousands)

Residential . § 442,06 § 419492 3 452,674
Commercial 385,375 380,277 367,367
industnal . 242,847 244,392 252,243

Total 1,070,328 1,044,161 1,072,284
Network Integration () 60,132 - -
Other (b) 46,693 50,669 49,629

Total retail 1,177,153 1,094,830 1,121,913
Power Marketing/Wholesale

and Interchange 245,746 212,347 237,609

Total $1,422,899  §1.307,177  $1,359,522

‘“Network Integration: Reflects a new network transnssion tanff that 1equires us
to pay to the Southwest Power Pool (SPP) all expenscs associated wath transporting
power fiom our generating stations The SPP then pays us for transmitting power to
the point of delvery into our retail distribution system These receipts from the SPP
are reflected 1n revenues under the network integration classification For further
information see “— Network Integration Transmission Service” below

®Other Includes public strect and hiyghway highung and miscellancous eleetric
revenues

The following tables show changes mn electnc sales volumes, as
measured by thousands of megawatt hours (MWh) of eleciricuy we
generate, for the three years ended December 31. No sales volumes
are shown for network mntegration or power marketing because these
activities are not related to electncity we generate

2002 2001 % Change
{Thousands of MWh)
Residential 6,170 5,755 72
Commeraal 6,817 6,742 1
Industnal 5,451 5,617 (30
Other 106 107 09)
Total retail . 18,544 18,221 18
Wholesale and interchange 9,115 1,547 208
Total 27,659 25,768 73
2001 2000 % Change
(Thousands of MWh)
Residential 5,755 6,222 (75)
Commeraal 6,742 6,485 40
ndustnal ... ... ... 5,617 5,820 35
Other . . 107 108 (09)
Yotal retail . 18.221 18,635 22)
Wholesale and Interchange 7,547 6,892 95
Total . 25,768 25,527 09
Generation Capacity

We have 5,929 megawatts (MW) of generaung capacity. See “Item 2._
Properties” for additional information on our generating units. The
capacity by fuel type 1s summanzed below.

Capacity Percent of

Fuel Type (MW) Tota) Capacity
Coal .. 3,331 562
Nudlear . 548 92
Natural gas or oit .. - . . 1,966 332
Diesel fuel . . . . 83 1.4
Wind 1 -

Total 5,929 1000

Our aggregate 2002 peak system net load of 4,469 MW occurred on
July 26, 2002. Our net generaung capacity combined with firm
capacity purchases and sales provided a capacity margin of
approximately 24% above system peak responsibility at the ume ol
the peak. Our all-ime peak system net load of 4,528 MW occurred
on September 11, 2000. We do not antucipate needing additional
generaung, capacity through 2005

‘We have agreed to provide generating capacity to other uulities for
certain periods as set forth below

Utility Capacity (MW) Period Ending

Oklahoma Municipal Power Authority 60 December 2013
Midwest Energy, Inc. . . 60 May 2008
Midwest Energy, Inc . 125 May 2010
Empire Distnct Electric Company 162 May 2010
McPherson Board of Public Utihties (McPherson) (a) May 2027

“'We provide basc capacity to McPheison McPheison provides peaking capacity to
us Dunng 2002, wc movided approximately 75 MW 1o and 1cceived approxamatcely
181 MW fiom McPherson The amount of base capaaity provided to McPherson n
bused on a fixed percentage of MePherson’s annual peak swstem load




25044120867

Fossil Fuel Generation
Fuel Mix

Based on the quanuty of heat produced dunng the generation of
electncaity (MMBuw), the 2002 actual fuel mix was 81% coal, 14%
nuclear and 5% gas, oil or diesel fuel. We expect a similar fuel mixn
2003 Our fuel mix fluctuates with the operation of the nuclear-
powered Wolf Creek as discussed below under “— Nuclear
Generanon fuel costs, plant availability, customer demand and the
cost and availability of wholesale market power.

Coal

Jefirey Energy Center: The three coal-fired units at Jeffrey Energy
Center (JEC) have an aggregate capacity of 1,855 MW (our 84%
share). We have a long-term coal supply contract with Amax Coal
West, Inc., a subsidiary of RAG Amenca Coal Company, to supply
coal to JEC from mines located mn the Powder River Basin in
Wyoming, The contract expires December 31, 2020. The contract
contains a schedule of minimum annual MMBtu delivery quantibes
The contract also contains a mechanism for repncing quanuties
recerved above the mimimum annual delivery quantity. The pnce for
these additional quantities is recalculated every five years, with 2003
being the first year affected, to provide a fixed price at current market
prices. Current market prices are higher than those that have been in
effect simce inception of the contract, which will increase the cost of
coal we receive dunng 2003 over the cost of coal received in 2002
Based on our 2003 budget of JEC coal we plan to burn dunng 2003,
we anticipate our delivered cost of coal will increase approximately
$4.0 milhon.

The coal supplied dunng 2002 was surface mined and had an average
Btu content of approximately 8,423 Btu per pound and an average
sulfur content of 0.46 1bs/MMBtu (see “— Environmental Matters”)
The average dehvered cost of coal burned at JEC dunng 2002 was
approximately $1 12 per MMBtu, or $18.87 per ton

Coal 1s transported from Wyommng under a long-term rail transportation
contract wath the Burlington Northern Santa Fe (BNSF) and Union
Paaific railroads, with a term continuing through December 31, 2013

LaCygne Generating Station: The two coal-fired unts at LaCygne
Generating Stanon (LaCygne) have an aggregate generating capacity
of 681 MW (KGEs 50% share). LaCygne 1 uses a blended fuel mix
containing approximately 85% Powder Raver Basin coal and 15%
Kansas/Missoun coal. LaCygne 2 uses Powder River Basin coal. The
operator of LaCygne, Kansas City Power and Laght Company (KCPL),
admimsters the coal and coal transportation contracts A portion of
the LaCygne 1 and LaCygne 2 Powder River Basin coal 1s suppled
through fixed price contracts through 2005 and 1s transported under
KCPLs Omnibus Rl Transportation Agreement with the BNSF and
Kansas City Southern Railroad through December 31, 2010. Dunng
2003, any coal not supphed under the terms of these contracts will be
obtammed through spot market purchases. The LaCygne 1 Kansas/
Missoun coal 1s purchased from nume to time from local Kansas and
Missoun producers

The Powder River Basin coal supphed dunng 2002 had an average
Bu content of approximately 8,584 Btu per pound and an avcrage
sulfur content of 0 78 lhs/MMBtu During 2002, the average
dehvercd cost ol all coal burned a1 LaCygne 1 was appronimately
$0 91 per MMB or $16 06 pet ton The average dehivered cost ol

-coal burned at LaCygne 2 was appronumately $0 77 per MMBiu o

$13 18 per ton
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Lawrence and Tecumseh Energy Centers: The coal-fired unus
located at the Lawrence and Tecumseh Energy Centers have an
aggregate generaung capacity of 795 MW, In 2002, we obtained coal
from Wyoming, which had an average Btu content of approximately
8,777 Btu per pound and an average sulfur content of 0.41 lbs/
MMBtu. Dunng 2002, the average delivered cost of all coal burned in
the Lawrence units was approximately $1.09 per MMBtu, or $19.11
per ton. The average dehivered cost of all coal burned in the Tecumseh
unts was approximately $1.10 per MMBtu, or $19.28 per ton.

The coal is transported from Wyomng by the BNSF railroad under a
contract ending in December 2004. We have Wyoming coal under
contract to support the anticipated operation of these units through
the end of 2004. We may also purchase coal on the spot market.

General: We have entered 1nto all of our coal contracts in the ordinary
course of business and do not believe we are substantally dependent
upon these contracts. We believe there are other suppliers with
plenuful sources of coal available at spot market pnces to replace, if
necessary, fuel supplied pursuant to these contracts and that we
would be able to make transportation arrangements for such coal. In
the event that we were required to replace our coal agreements, we
would not anticipate a substantial disruption of our business,
although the cost of purchasing coal could increase. Since the
majonty of our coal needs are met through long-term contracts as
discussed above, we do not anticipate being materially impacted by
price changes in the coal spot market.

We have entered mto all of our coal transportauon contracts in the
ordinary course of business. Several rail carriers are capable of serving
the coal mmes from where our coal ongmnates, but several of our
generating stations can be served by only one rail carner. In the event
the rail carmer to one of our generating stations fails to provide rehable
service, we could expenence a short-term disruption of our business.
However, due to the obligation of the rail camers to provide service
under the Interstate Commerce Act, we do not anucipate any
substantial long-term disruption of our business, although the cost of
transporting coal could increase.

Natural Gas

We use natural gas as a pnmary fuel m our Gordon Evans, Murray
Gill, Neosho, Abilene and Hutchinson Energy Centers, in the gas
turbme units at our Tecumseh generating station and n the
combined cycle units at the State Line facility. Natural gas is also used
as a supplemental fuel m the coal-fired umits at the Lawrence and
Tecumseh generaung stations. Natural gas for all facihues 1s
purchased n the short-term spot market, which supplies the system
with a flexible natural gas supply as necessary to meet operational
needs Dunng 2002, we purchased 8,885,567 MMBtu of natural gas
on the spot market for a total cost of $34 2 milhon Natural gas
accounted for approximately 3% of our total fuel burned dunng 2002

Duning the third quarter of 2001, we entered into hedging
relanonships to manage commodity pnce nsk associated with future
natural gas purchases in order to protect us and our customers from
adverse pnice fluctuations mn the natural gas market. The hedged
penod ends in July 2004 Thereafter, if gas prices are hugher than the
amount we aie able to recover through our retail rates, we may be
cxposed to the increased gas cost and our cxposure could be matenal

We may be able to reduce o eaposure due 1o our abihity 1o use other
fucl 1ypes To rtccover indicased pas costs i excess of the cost
mchaded in1etail rates, we would have o make a 1ae hhing with the
KCC or 1equest a 1ccorery mechanism thiough the KCC which



&

25044120868

2002 WESTAR ENERGY

could be demed n whole or in part For addwional information on
our exposure to commodity price nsks, see “ltem 7A Quantitative
and Qualutatve Disclosures About Market Risk”

Natural gas transportauon for Abilene and Hutchinson Energy
Centers 1s mantamned with Kansas Gas Service Company, a dision
of ONEOK, under a contract that expires April 30, 2004, which we
anticipate renewing in the future We meet a portion of our natural
gas transportauion requirements for Gordon Evans, Murray Gill,
Neosho, Lawrence and Tecumseh Energy Centers through firm
natural gas transponation capacity agreements with Southern Star
Central Pipeline. All of the natural gas transportation requirements
for the State Line facility are met through a firm natural gas
Lransportation agreement with Southern Star Central Pipeline The
firm transportation agreements that serve Gordon Evans, Murray
Gill, Lawrence and Tecumseh Energy Centers extend through Apnl 1,

.2010 The agreement for the Neosho and State Line facilines extends

through June 1, 2016.

oil

Most of our natural gas generatng facilines have the capability to
switch to oil once the facihties have been started with gas We use oil
as an alternate fuel when economcal or when interruptions to natural
gas supply make it necessary. Over the past few years, we have been
able to sell more power at wholesale dunng the winter months when
oil is typically more economical than natural gas Oil accounted for
approximately 2% of our total fuel burned dunng 2002.

or

Ol 1s also used as a start-up fuel at some of our generaung stations
and as a pnmary fuel n the Hutchinson No 4 combustion turbine
and 1n the diesel generators. Oil is obtained by spot market purchases
and year-long contracts. We maintain quantities in inventory to meet
fuel switching needs to facilitate economic dispatch of power, for
emergency requirements and to protect agamst reduced availability of
natural gas for hmited periods or when the pnmary fuel becomes
uneconomical to burn.

Other Fuel Matters

Our contracts to supply fuel for pur coal-fired and natural gas-fired
generating units, with the exception of JEC, do not provide full fuel
requirements at the vanous stauons. Supplemental fuel 15 procured
on the spot market to pronide operational {lexibility and to take
advantage of economic opportumties when the prce is favorable We
use financial mnstruments to hedge a poruon of our anucipated fossil
fuel needs m an attempt to offset the volatility of the spot market. Due
to the volaulity of these markets, we are unable to determine what the
value of these financial instruments will be when the agreements
are actually settled. See “ltem 7A Quanutative and Qualitative
Disclosures About Market Risk” for further information

The table below provides information relaung to the weighted
average cost of fuel that we have used, which includes the commodity
cost, transportation cost to our facthties and any other associated costs

2002 2001 2000
Per Million Btu
Nuclear $ 040 $ 044 $ 044
Coal 105 108 105
Gas 384 379 344
ol 258 365 323
Per MWh Generation $1188 $12 42 $1237

Purchased Power

At umes, we purchase power to meet the energy needs of our
wholesale customers and to meet the requirements of our retail nauve
load customers (end-use customers within our service termtory).
Factors that could cause us to purchase power for retail native load
customers nclude generaung plant outages, extreme weather
conditions, growth, and other factors associated with supplying full
requirements electricity. If we were unable 10 generate an adequate
supply of electnaity for our nauve load customers, we would
purchase power in the wholesale market to the extent it is available or
economically feasible to do so and/or implement curtailment or
mnterruption procedures as allowed for in our tanfls and terms and
conditions of service.

Nuclear Generation
Fuel Supply
The owners of Wolf Creek have on hand or under contract 100% of

. their uranium and uranmum conversion needs for 2003 and' 76% of

the uramum and uranium conversion required for operation of Wolf
Creek through March 2008. The balance 1s expected to be obtained
through spot market and contract purchases.

The owners have under contract 100% of Wolf Creeks uranium
ennchment needs for 2003 'and 80% of the uramum enrichment
required to operate Wolf Creek through March 2008. The balance of

Wolf Creeks enrichment needs 1s expected to be obtained through
spot market and contract purchases

All uramum, uranium conversion and uramium ennchment
arrangements have been entered mto m the ordwnary course of
business, and Wolf Creek is not substanually dependent upon these
agreements Despite contraction and consohdation n the supply
sector for these commodities and services, Wolf Creek’s management
beheves there are other supplies available to replace, 1if necessary,
these contracts In the event these contracts were required to be
replaced, Wolf Creeks management does not anticipate a substantial
disruption of Wolf Creek’ operations

Nuclear fuel 1s amoruzed to cost of sales based on the quantty of heat
produced for the generation of electncity.

RadioactiveWashte Disposal

Under the Nuclear Waste Policy Act of 1982, the Department of
Energy (DOE) is responsible for the permanent disposal of spent
nuclear fuel Wolf Creek pays the DOE a quarterly fee of one-tenth of
a cent for each kilowatt-hour of net nuclear generation produced for

the future disposal of spent nuclear fuel. These disposal costs are
charged to cost of sales

A permanent disposal site will not be available for the nuclear
industry unul 2010 or later. Under current DOE policy, once a
permanent sute is available, the DOE wll accept spent nuclear fuel
on a pnority basis. The owners of the oldest spent fuel will be given
the highest pniority As a result, disposal services for Wolf Creek wll
not be available pnior to 2016 Wolf Creek has on-site temporary
storage for spent nuclear fuel In early 2000, Wolf Creek completed
replacement of spent fuel storage racks 1o increase 1ts on-site storage

capacity for all spent fucl expected to be generated by Woll Creek
thiough the end of 1ts hicensed hfe in 2025
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On February 14, 2002, the Secretary of Energy submitted to the
President a recommendation for approval of the Yucca Mountain site
n Nevada for the development of a nuclear waste repository for the
disposal of spent nuclear fuel and high level nuclear waste from the
nations defense acuviies In July 2002, the President signed
a resolution approving the Yucca Mountain site after receiving the
approval of this site from the U.S. Senate and House of Representauves
This action allows the DOE 10 apply to the Nuclear Regulatory
Commission (NRC) to license the project. The DOE expects that this
facility will open 1n 2010. However, the opening of the Yucca
Mountain site could be delayed due to lingation and other issues
related to the site as a permanent repository for spent nuclear fuel.

The Low-Level Radioactive Waste Policy Amendments Act of 1985
mandated that the vanous states, individually or through nterstate
compacts, develop alternative low-level radioactive waste disposal
facihuies. The states of Kansas, Nebraska, Arkansas, Louisiana and
Oklahoma formed the Central Interstate Low-Level Radioactive
Waste Compact (Compact) and selected a site m Nebraska to locate a
disposal facility. WCNOC and the owners of the other five nuclear
units in the Compact have provided most of the preconstruction
financing for this project. Our net investment 1n the Compact 1s
approximately $7 4 million. This amount constitutes about 7.6% of
all preconstruction financing provided to the Compact

On December 18, 1998, the Nebraska agencies responsible for
considenng the developers hcense application denied the
application The license applicant has sought a hearing on the license
denial, but a U.S. Distnct Court has indefinitely delayed proceedings
related to the heanng. In December 1998, most of the utilhities that
had prowided the project’s preconstruction financing (including
WCNOC) filed a federal court lawsunt contending Nebraska officials
acted n bad faith while handling the hcense apphcanon Shortly
therealter, the Central Interstate Low-Level Radioactive Waste
Commussion (Commusston), which 1s responsible for causing a new
disposal facihty 1o be developed within the Compact region, and
US Ecology, the license apphcant, filed similar claims aganst
Nebraska. The US Distnct Court has since disrmssed the utihivies’
and US Ecologys claims aganst Nebraska and us officials, but on

. September 30, 2002, the court entered a $151.4 milion judgment,

about one-third of which constitutes prejudgment 1nterest, 1n favor
of the Commission and agamst Nebraska, finding that Nebraska had
acted n bad faith n handhing the hcense apphcation In late 2002,
Nebraska appealed that decision to the 8th Ciremit US Court of
Appeals, where the case is pending

In May 1999, the Nebraska Legslature passed a bill withdrawing
Nebraska from the Compact. In August 1999, the Nebraska Governor
gave official nouce of the withdrawal to the other member states.
Withdrawal will not be effective for five years and wall not, of wself,
nulhfy the site hcense proceeding '

Woll Creek disposes of all classes of its low-level radioactive waste at
existing third-party reposttones Should disposal capability become
unavailable, Wolf Creek 1s able to store 1ts low-level radioacuve waste
n an on-site facility Wolf Creek beheves that a temporary loss of low-
level radicacuive waste disposal capabihity wall not affect conunued
operauon of the power plant
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Outages

Wolf Creek has an 18-month refueling and maintenance schedule
that permits operations dunng every third calendar year without
nterruption for a refueling outage. Wolf Creek was shut down for 36
days for 1ts 12th scheduled refuehng and mamtenance outage, which
began on March 23, 2002 and ended on April 27, 2002. During the
outage, electnc demand was met primarily by our fossil-fueled
generating umits and by purchased power. Woll Creek operated the
entire year of 2001 without any refueling outages. Wolf Creek is
scheduled to be taken off-hne in October 2003 for its 13th refuelng
and maintenance outage.

An extended shutdown of Woll Creek could have a substantial
adverse effect on our business, financial condition and results of
operations because of ngher replacement power and other costs.
Although not expected, the NRC could impose an unscheduled plant
shutdown due to secunty or other concerns.

Security

We have increased the level of security measures at our generation
facility sites and various offices, due mn part to nationwide concerns
about homeland secunty These measures include, but are not hmited

. to, increased security personnel; use of armed guard services,

patroling of company property, restricting access to our properties
and implementing emergency traming and response procedures.

Wolf Creeks management has increased both voluntary and federally
mandated security measures at Wolf Creek. The NRC has required
nuclear power plants 10 be operated at the tughest level of security
since September 11, 2001. The measures implemented at Wolf
Creek nclude, but are not hmited to, increased guard service, no
unscheduled public visits and emergency traming and response
procedures.

The NRC has 1ssued orders to all nuclear plants that make our current
voluntary security measures mandatory. The orders also impose
new secunty requirements at U.S. nuclear power plants. Woll Creek
has complied with and intends to continue to comply with these
requirements.

Competition and Deregulation

Electric uulities have historically operated 1n a rate-regulated
environment FERC, the Federal regulatory agency having

jurisdiction over our wholesale rates and transmission services, and

other uuhties have imuated steps that are expected to result in a more
competiive environment for utility services in the wholesale market.
The Kansas Legslature and the KCC took no action on deregulanon in
2002 or 2001 and no action is expected to be taken in the near future

Increased compettion for retail electnaity sales may 1n the future
reduce our earnings, winch could impact our abihty to pay dindends
and could have a matenal adverse impact on our operations and our
financial condition. Our rates range from approximately 19% to
25% below the nauonal average for retail customers based on a
companson to a U S. average obtamed from Edison Electnc Institute
for Winter 2002 Becausc -of these rates, we expect to retain a
substannal part ol our curreni volume of sales 1n a compecuuve
cnvironment However, a matenal non-cash chaige to earnings may
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be required should we discontinue accounting under SFAS No 71,

“Accounung [or the Effects of Cenan Types of Regulation. See.

Note 2 of the Notes 10 Consolidated Financial Statements, “Summary
of Significant Accounuing Policies; for additional nformation

The 1992 Energy Policy Act began deregulating the electnicity market
for generation. The Energy Policy Act permitted FERC to order
electinc uulities to allow third parties to use their transmission
systems to sell electnc power to wholesale customers In 1992, we
agreed to open access of our transmission system for wholesale
transactions. FERC also requires us to provide transmission services
to others under terms comparable to those we provide ourselves In
December 1999, FERC 1ssued an order (FERC Order No. 2000)
encouraging formation of regional transmission orgamizauons
(RTOs). RTOs are designed to control the wholesale transmission
services of the utilities m their regions, thereby faciitating open and
more competitive markets in bulk power.

" We and all other electnc utilities with intrastate transmission facilities

operate under FERC regulated open access tanffs that offer all
wholesale buyers and sellers of electricity the same transmission
services, at the same rates, that the uulities provide themselves We
are a member of the SPP, a regional division of the North Amencan
Electric Reliability Council. After FERC rejected several attempts by
the Southwest Power Pool (SPP) to gain RTO status, the SPP and the
Midwest Independent System Operator (MISO) agreed i October
2001 1o consohdate and form an RTO. On May 30, 2002, FERC
approved the planned merger. On November 4, 2002, MISO and SPP
filed a revised consohdated open-access transmission tanff as required
by the merger agreement. On March 19, 2003, the SPPs board of
directors voted to terminate the proposed merger with MISO, although
both organizations have not precluded a future consohidation We

anucipate that FERC Order No 2000 and our continued participation

n the SPP wall not have a matenal effect on our operations.

Nétwork Integration Transmission Service

Effective January 1, 2002, we began taking Network Integration
Transmussion Service under the SPPs Open Access Transmission
Tanfl. This provides a cost-effective way for us to participate in a
broader market of generation resources with the possibihty of lower
ransmussion costs. This tanfl prowides for a zonal rate structure,
whereby transmission customers pay a pro rata share, m the form of a
reservation charge, for the use of the faciliies for each transmssion
owner that serves them. As a result, the SPP has operational control
over our transmission system, although we still own our transmission
assets and mantain responsibility for dispatching, mamtenance and
storm restoration

Currently, all revenues collected within a zone are allocated back to
the transmission owner serving the zone Since we are a transmission
provider for our zone and are currently the only transmission customer
taking service from that zone, we are currently being assessed 100%
of the zonal costs and receiving all of the costs back as revenue, less
servicing fees In 2002, these network mtegration transmission costs
were approximately $659 million, and the associated revenues were

approximately $60 1 rmlhon, for a net expense of approximately
$5.8 milhion The revenues received are reflected in electnc operating
revenues, and the related charges are expensed.

hegulation and Rates

As a Kansas electric utility, we are subject to the junsdiction of the
KCC, which has general regulatory authonty over our rates,
extensions and abandonments of service and facilities, valuation of
property, the classificaton of accounts, the 1ssuance of some secunties
and vanous other matters. We are also subject to the jurisdiction of
FERC, which has authority over wholesale sales of electricity, the
transmssion of electnc power and the issuance of some securities.
We are subject to the junsdiction of the NRC for nuclear plant
operations and safety. We are exempt as a public uulity holding
company pursuant to the Public Utihty Holding Company Act of
1935 from all provisions of that Act, except Section 9(a)(2), which
relates to the acquisition of the secunties of other utilites.

Fuel and purchased power costs are recovered in retail rates at a fixed
level. Therefore, to recover fuel and purchased power costs in excess
of the costs included in retail rates, we would have to make a rate
filing with the KCC, which could be denied m whole or in part. Any
increase m fuel and purchased power costs over the costs recovered
through rates would reduce our earnings if not offset by sales or other
cost reductions. For additional information regarding commodity

pnce nsks, see “Item 7A Quanutauve and Qualitative Disclosures
About Market Risk”

On November 27, 2000, Westar Energy and KGE filed applications
with the KCC for an increase in retail rates. On July 25, 2001, the
KCC ordered an annual reduction in our combined electric rates of
$22.7 milhon, consisting of a $41 2 mllion reduction i KGES rates
and an $18.5 milhon increase 1n Westar Energy’ rates.

On August 9, 2001, Westar Energy and KGE filed petitions with the
KCC requesting reconsideration of the July 25, 2001 order. The
petitons specifically asked for reconsideranon of changes in
depreciation, reductions in rate base related to deferred income taxes
associated with the KGE acquisition premium and a deferred gan on
the sale and leaseback of LaCygne 2, wholesale revenue imputation
and several other 1ssues On September 5, 2001, the KCC 1ssued an
order in response ta our mouons for reconsideration that increased

- Westar Energy’s rates by an additional $70 million The $41.2 mmllion

rate reduction in KGE5 rates remained unchanged. On November 9,
2001, we filed an appeal of the KCC decisions with the Kansas Court
of Appeals 1n an action captioned “Western Resources, Inc and
Kansas Gas and Electnc Company vs. The State Corporation
Commssion of the State of Kansas™ On March 8, 2002, the Count of
Appeals upheld the KCC orders On April 8, 2002, we filed a peution
for review of the decision of the Court of Appeals with the Kansas
Supreme Court. Our petition for review was derued on June 12, 2002,

Additional information wath respect to rate matters and regulation is
set forth in Note 3 of the Notes to Consohdated Financial Statements,
“Rate Matters and Regulauon”
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Environmental Matters
General

We currently hold all federal and state environmental approvals
required for the operation of all of our generating umits We believe
we are currently in substantial comphance with all air quahty
regulations (including those pertamning 1o particulate matter, sulfur
dioxade (SO?) and nitrogen oxide (NOx)) promulgated by the State of
Kansas and the Environmental Protection Agency (EPA)

The JEC and LaCygne 2 units have met: (1) the federal SO? standards
through the use of low-sulfur coal; (2) the federal particulate matter
standards through the use of electrostatic precipitators; and (3) the
federal NOx standards through boiler design and operating
procedures. The JEC units are also equipped with flue gas scrubbers
providing additional SO* and particulate matter emission reduction
capability when needed to meet permit limits.

The Kansas Department of Health and Environment regulations
apphcable to our other generating facilities prohibit the emission of
more than 3.0 pounds of SO* per MMBtu of heat mput. We meet
these standards through the use of low-sulfur coal and by all coal-
burning facilities being equipped with flue gas scrubbers and/or
electrostatic precipitators.

Because of the strong demand for generation in 2002, we consumed
more SO? allowances than were allocated to us by the EPA. We made
up the shortfall by utilizing allowances we had previously procured in
the open market. In anticipation of another strong year in generation,
we will be actively pursuing the purchase of additonal SO? allowances
for 2003, which could approximate $3 0 mullion in additional costs.

We must comply, and are currently mn compliance, with the
provisions of The Clean Air Act Amendments of 1990 that require a
two-phase reduction in some emissions. We have mstalled
continuous momtoring and reporting equipment to meet the acid
rain requirements. We have not had to make any matenal capital
expenditures to meet Phase 11 SO? and NOx requirements.

All of our generaung facihties are n substantial compliance with the
Best Practicable Technology and Best Available Technology regulations
1ssued by the EPA pursuant to the Clean Water Act of 1977.

EPA New Source Review

The EPA 1s conducting an enforcement imuative at a number of coal-
fired power plants in an effort to determine whether modifications at
those facilities were subject to New Source Review requirements or
New Source Performance Standards under the Clean Air Act. The
EPA has requested nformation from us under Section 114(a) of the
Clean Air Act (Section 114). A Section 114 information request
requires us to provide responses to specific EPA questions regarding
certain projects and mamntenance acuvities that the EPA beheves may
have violated the New Source Performance Standard and New Source
Review requirements of the Clean Air Act. The EPA contends that
power plants are required to update emission controls at the time of
major mantenance or capital actwity We beheve that mantenance
and capital activities performed at our power plants are generally
routine 1n nature and arc typical for the industry We are complying
with this informauon request, but cannot predict the outcome of this
nvestigation at this ume  Should the EPA determine 10 take action,
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the resulting additional costs 1o comply could be matenal. We would
expect to seek recovery through rates of any settlement amounts.

The EPA has imtiated civil enforcement actions against other
unaffihated utiliies as pan of its imtiative Settlement agreements
entered into in connection with some of these actions have provided
for expenditures to be made over extended time periods.

Additional information with respect 10 Environmental Matters is
discussed 1n Note 17 of the Notes to Consolidated Financial
Statements, “Commitments and Conuingencies,” and such mfor-
mation 1s incorporated herein by reference.

MONITORED SERVICES OPERAleNs
General

We provide property monitoring services through Protection One
and Protection One Europe to approximately 1.1 milhon customers
in the United States and approximately 55,000 customers n
continental Europe. Revenues are generated primarily from recurring
monthly payments for momitoring and mamntanung the alarm systems
that are installed i customers’ homes and busmesses. Services are
provided to residential (both single-family and multfamily residences),
commercial and wholesale customers. Currently, the United States
customers are pnmarily in the residential market and the European
customers are primarily in the commercial market.

Proposed Dispositions

The Debt Reduction Plan contemplates the sale of our mnterests in
Protection One Europe with a targeted closing of mid-2003 and the
sale of our interest in Protection One with a targeted closing by late
2003 or early 2004. Consistent with the Debt Reduction Plan, our
board of directors has authonzed management to explore alternatives
for disposing of our investments in Protection One and Protection
One Europe and we have retained financial advisors to assist with the
possible sales. A special committee composed of independent
directors of Protection One’ board of directors has been formed and
the commuttee has also retained a financial adwisor. As a result of these
deaisions, these operations were classified as discontinued operations
during the first quarter of 2003 under the provisions of SFAS No 144

As discontinued operations, we will be required to determine the fair
value of our investment, which will be the net amount we expect to
realize {rom the sale of the mvestment. The investment must be
reported at the lesser of our recorded basis or the estimated [air value
If the fair value is less than our recorded basts, we will be required to
record an expense equal to the amount, which could be matenal, by
which our basis exceeds the estimated fair value.

We solicited and recewved indications of value for Protection One
Europe from potential buyers These indicauons of value are within a
range we would be willing to accept. They indicated the recorded
goodwll for Protection One Europe had no value Accordingly, we
recorded a $36 milhion impairment charge m the fourth quarter of
2002 1o reflect the impairment of all remaining goodwll at Protection
One Europe We are willing to accept offers in the indicated range due
to our ahthty to use the tax lass on this sale 1o offsct the taxes that
would otherwisc be due [rom ow sale of other mvestments We wil
recogmize a $58 mulhon 1ax benefit in the st quarter of 2003 when
Pratection Once Lutope 1s dassified as a chscontmued operation
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Operations

Monitored services operauions consist principally of alarm
monitoring, customer service functions and branch operations
Secunty alarm systems include many different types of devices
installed at customers’ premises designed to delect or react to vanous
occurrences or conditions, such as intrusion or the presence of fire or
smoke. Existing alarm monitoring customer contracts generally have
nitial terms ranging from two to 10 years in duration and provide for
automatic renewals for a fixed period (typically one year) unless one
of the parties elects to cancel the contract at the end of its term. Since
2002, most new single family residential customers have been
entering into contracts with imuial terms of three years, and, for most
new commercial customers, the miual term is five years.

Protection One provides monitonng services from four monitonng
facihities 1n the United States. Protection One Europe provides
monitoring services from facihities in Pans and Vitrolles, France. See
“ltem 2 Properties” for further information.

In 2001 and 2002, Protection One completed the mstallation of a
common technology platform referred to as MAS®, or Monitored
Automation Systems, that combines the customer service,
momtoring, billing and collection functions into a single system The
conversion to MAS® has enabled Protection One to consolidate
monitoring facihuies, resulting i operatonal efficiencies and cost
savings. Approximately 98.5% of Protection One’s North Amenca
residential and commercial customer base 1s served by MAS®.

Branch Operations

Protection One maintains approximately 60 service branches in the
Unted States from which it provides field repair, customer care,
alarm res and sales services and seven satellite locanons from
which 1t provides field repair services. Protecuion One Europe
mantains approximately 31 sales branch offices in continental
Europe, pnmanly in France.

Customer Acquisition Strategy

Protection One’ current customer acquisition strategy for the United
States rehes pnmanly on internally generated sales and a strategic
alliance with BellSouth Telecommumications. The internal sales
program generated 45,642 accounts in 2002 and 41,856 accounts n
2001. Protection One’s multifamily business markets its services and
products pnmarily to developers, owners and managers of apartment
complexes and other multifammly dwellings.

Protection One Europes customer acquisition strategy rehes
prmanly on internally generated sales. Protection One Europe uses
an internal sales force of approximately 300 employees, who operate

. out of 31 branch locauons i France, Germany and Belgium

Protection One Europe’ salary structure [or 1its internal sales force 1s
heawily rehant on commssions but contamns a portion of fixed
salanes. In addibon, Protection One Furope owns a telemarketing
company, known as Eurocontact, which provides quahified leads to
the sales network

Competition

The secunty alarm industry 1s lnghly compeutive. In North America,
only four alarm companies offer services across the United States,
with the remainder being either large regional or small, privately held
alarm companies Based on total annual revenues i 2001, Protection
One beheves the top four alarm companies in North Amenca are:

w ADT Secunty Services (ADT), a subsidiary of Tyco International, Ltd.,

= Protection One, _ '

= Bninks Home Secunty Inc., a subsidiary of The Pittston Company,
and :

= Honeywell Secunty, a division of Honeywell, Inc.

In continental Europe, a large number of small competitors and a few
large regional competitors have recently been taking steps toward
estabhshing a continental presence. The large regional competitors
include the following companies:

n CIPE, a subsidiary of ADT Security Services and Tyco International,
Ltd., which is the largest security company m France,

= Chubb, a United Kingdom-based company that is also a leading
security company m France,

= Secuntas, based n Sweden, which has its principal operations in the
guarding industry, but i1s expanding operations in monitored security,

» Group 4 Falck, a Danish secunty company that has significant
operations in Scandinavia and has recently expanded into
Germany and the Netherlands, and

u Rentokal Initial, based n the Netherlands, which has operations in
France and the United Kingdom

Competition in the security alarm industry is based primarily on
market wisibility, price, reputation for quality of services and systems,
services offered and the ability to 1denufy and solicit prospective
customers as they move into homes and busmesses. Protection One
and Protection One Europe believe that they compete effectively with
other national, regional and local secunty alarm companies due to
their abihity to offer integrated alarm system mstallation, monitoring,
repair and enhanced services; their reputation for rehiable equipment

and services; and their prominent presence n the areas surrounding
their branch offices.

Compentors exist i the market that have greater financial resources
than Protection One or Protection One Europe, giving competitors
the ability to offer lugher prices to purchase customer accounts than
Protection One or Protection One Europe might be able or willing to
offer The effect of such competiion may be to reduce the purchase
opportunities available.

Regulatory Matters

A number of local governmental authonties have adopted or are

considenng vanous measures aimed at reducing the number of false
alarms Such measures include:

» permutting of individual alarm systems and the revocation of such
permts following a specified number of false alarms,
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» 1mposing fines on alarm customers for false alarms,

= 1mposing hmutations on the number of umes the pohce will
respond to alarms at a particular location after a specified number
of false alarms,

» requinng further venfication of an alarm signal before the police
will respond, and

» subjecting alarm monitoring companies to fines or penalues for
transmitting false alarms.

Monitored services operations are subject to a variety of other laws,
regulations and licensing requirements of both domestic and foreign
federal, state and local authorities. In certam junsdictions, Protection
One and Protection One Europe are required to obtain licenses or
permuts to comply with standards governing employee selecuon and
training and to meet certain standards in the conduct of thewr business.

The alarm industry is also subject to requirements imposed by
vanous insurance, approval, listing and standards organizations.
Depending upon the type of customer served, the type of security
service provided and the requirements of the applicable local
governmental jurisdiction, adherence to the requirements and
standards of such organizations 1s mandatory 1n some nstances and
voluntary in others

Protection One’ advertising and sales practices are regulated in the
United States by both the Federal Trade Commussion and state
consumer protection laws. In addition, certain admimstrative
requirements and laws of the jurisdictions m which Protection One
and Protection One Europe operate also regulate such practices. Such
laws and regulations include restrictions on the manner in which the
sale of security alarm systems 1s promoted and the obhgation to
provide purchasers of its alarm systems with certain rescission rights.

The alarm monitonng business utihzes wired and wireless telephones
and radio frequencies to transmit alarm signals. The cost of telephone
hines and the type of equipment, which may be used in telephone hine
transmiussion, are currently regulated by both federal and state
governments. The Federal Commumcations Commission and state
public unlities commussions regulate the operation and utilizauon of
radio frequencies. In addition, the laws of certam foreign junsdictions
in which Protecion One Europe operates regulate the telephone
communications with the local authorities.

Risk Management

The nature of providing momitored services potentially exposes
Protection One and Protection One Europe to greater nsks of hability
for employee acts or omussions, or system failure, than may be
mherent in other businesses Substantially all alarm monitoring
agreements, and other agreements, pursuant to which products and
services are sold, contain provisions limiung hability to customers in
an attempt to reduce this nsk.

Protection One and Protection One Europe carry insurance of varnious
types, mcluding general hability and errors and omissions insurance
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n amounts considered adequate and customary for the industry and
business. Loss expenence, and the loss experiences at other security
services companies, may affect the availability and cost of such
nsurance. Some nsurance policies, and the laws of some states and
countries, may limit or prohibit mnsurance coverage for punitive or
certain other types of damages or liabulity arising from gross negligence.

SEGMENT INFORMATION

Financial informauon with respect to business segments is set forth in
Note 32 of the Notes to Consohdated Financial Statements, “Segments
of Business”

GEOGRAPHIC INFORMATION

Geographic information is set forth in Note 32 of the Notes to
Consolidated Financial Statements, “Segments of Business.

EMPLOYEES

As of February 28, 2003, we had approximately 5,500 employees,
including 1,900 utility employees and 3,600 employees of Protection
One and Protection One Europe. Our current contract with the
International Brotherhood of Electrical Workers extends through
June 30, 2003. The contract covered approximately 1,100 utility
employees as of February 28, 2003. We are currently discussing
modifications to our existing contract with union representatives
and expect these discussions to result in an agreement. We anticipate

that formal bargaining will begin in April 2003 1f these discussions
are unsuccessful.

ACCESS TO COMPANY INFORMATION

We electronically file our Annual Reports on Form 10-K, Quarterly
Reports on Form 10-Q and Current Reports on Form 8-K with the
SEC. The public may read and copy any of the reports that are filed
with the SEC at the SECs Public Reference Room at 450 Filth Street,
NW, Washington, D.C. 20549. The public may obtain informaton
on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. The SEC maintamns an Internet site at www.sec.gov
that contains reports, proxy and information statements and other
information regarding issuers that file electromcally.

We make available, free of charge, through our website and by
responding to requests addressed to our investor relatons department,
our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q
and Current Reports on Form 8-K These reports are available as soon
as reasonably practicable after such material is electronically filed
with or furmshed 1o the SEC Our website address is www.wr.com.
The information contained on our website 1s not part of this document.
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ITEM 2. PROPERTIES

ELECTRIC UTILITY FACILITIES

Unit
Unit  Year Pnndpal  Capadty
Name/Location No. Installed Fuel (W)
Abrlene Energy Center Abilene, Kansas
Combustion Turbine ' 1 1973 Gas 7o
Gordon Evans Energy Center Colwch, Kansas
Steam Turbines 1 1961 Gas— Ol 1510
2 1967 Gas—Ol 3830
Combustion Turbines 1 2000 Gas—Oil 80.0
2 2000 Gas— Ol 80.0
3 2001 Gas—Oil 1540
Diesel Generator 1 1969 Dresel 30
Hutchinson Energy Center Hutchinson, Kansas
Steam Turbines 1 1950 Gas 170
2 1950 Gas 180
3 1951 Gas 310
4 1965 Gas 1750
Combustion Turbines 1 1974 Gas 520
2 1974 Gas 540
3 1974 Gas 540
4 1975 Diesel 770
Diesel Generator 1 1983 Diesel 30
Jeffrey Energy Center (84%) St Marys, Kansas
Steam Turbines 1% 1978 Coal 6170
2% 1980 Coal 6130
3% 1983 Coal 625.0
Wind Turbines 1% 1999 - 06
2% 1999 — 06
LaCygne Station (50%) LaCygne, Kansas
Smmnbmes e 1 1973 Coal 3440
2% 977 Coal 337.0
Lawrence Energy Center Lawrence, Kansas
Steam Turbines 3 1954 Coal 570
4 1960 Coal 1220
5 1971 Coal 3880
Murray Gill Energy Center- Wichita, Kansas
Steam Turbines 1 1952 Gas—Oil 430
2 1954 Gas— Ot 40
3 1956 Gas—Oil 120
4 1959 Gas—Oil 1070
Neosho Energy Center Parsons, Kansas
Steam Turbine 3 1954 Gas—Oi 690
State Line (40%) Joplin, Missoun
Combined Cycle 1% 2001 Gas 600
22% 2001 Gas 600
2-39 2001 Gas 800
Tecumseh Energy Center Tecumseh, Kansas
Steam Turbines 7 1957 Coal 850
8 1962 Coal 1430
Combustion Turbines 1 1972 Gas 200
2 1972 Gas 210
Woif Creek Generating Station {47%)
Burlington, Kansas
Nudlear 1@ 1985  Uranium 548 0
Total . 5.929 2

“"We jountly awn Jeffrcy Encrgy Center (84%), LaCygne 1 generating umt (50%),
Wolf Creek Geneaating Stanon (47%) and State Line (F0%) Unit capacity amounts
seflect our owncrship onlv

**In 1987, KGE cntered ito a sale-kasehack transacon mvolving its 50% interest in
the [ aCyane 2 generating unit

We own approximately 6,600 miles of transmission lines,
approximately 27,000 mles of overhead distnbution lnes and
approximately 3,000 miles of underground distnbution hnes.

Substanually all of our uuhty properues are encumbered by first

pnonty mongages pursuant to which bonds have been 1ssued and are
outstanding

MONITORED SERVICES FACILITIES -

Size Lease/
Location (Sq. ft) Own  Principal Purpose
Protection One:
United States . '
iving, Texas 53,750 tease  Multfamily monitoring faclity/
administrative headquarters
Longwood, Flonda 11,020 Llease  Monitonng faciity/administrative funchions
Portland, Maine 9,000 Lease Momtonng faclitylocal branch
Topeka, Kansas 17,703 lease Financaladministrative headquarters
Wichita, Kansas 50,000 Own  Monitoning faclity/administrative functions
Wichita, Kansas 140000 Own  Backup monitonng center/
admirustratve functions
Protection One Europe:
Europe .
Pans, France 3,498 lease  Finanaaladministrative offices/
. monttoring faality
Vitrolles, France 27,000 Llease Admumstrative/monitonng faality
Dusseldorf, Germany 7,800 lease  Admumsstrative/warehouse
Brussels, Belgium 14400 lease Administrativewarehouse

Protection One maintains its executive offices at 818 South Kansas
Avenue, Topeka, Kansas, 66612. Protection One and Protection One
Europe operate pnmarily from the above [acilities, although
Protechon One also leases office space for approxamately 60 service
branch offices and seven satellite branches in the United States and
Protecion One Europe leases offices for approximately 31 sales
branch offices in continental Europe.

ITEM 3. LEGAL PROCEEDINGS

Information on our legal proceedings 1s set forth in Notes 3, 18, 19
and 35 of the Notes to Consohdated Financial Statements, “Rate
Matters and Regulanon; “Legal Proceedings; “Ongoing Investigations’,
and “Potential Liabihiies to David C. Wittig and Douglas T. Lake;

- respectively, which are incorporated heremn by reference.

ITEM 4. SUBMISSION OF MATTERS TO AVOTE
OF SECURITY HOLDERS

No matter was subrmitted to a vote of our secunity holders through the
solicitation of proxies or otherwise dunng the fourth quarter of 2002.

o
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY
AND RELATED STOCKHOLDER MATTERS

STOCK TRADING

Our common stock is listed on the New York Stock Exchange and
traded under the ticker symbol WR. As of March 14, 2003, there
were 33,334 common shareholders of record. For information
regarding quarterly common stock price ranges for 2002 and 2001,
see Note 33 of the Notes to Consohdated Financial Statements,
“Quarterly Results (Unaudited)”

DIVIDENDS

Holders of our common stock are entitled to diidends when and as
declared by our board of directors. However, prior to the payment of
common dividends, dividends must first be paid to the holders of
pré!'erred stock based on the fixed dividend rate for each senes, and
our obligations with respect to mandatorily redeemable prelerred
securities issued by subsidiary trusts must be met.

Quarterly dividends on common stock and preferred stock normally
are pad on or about the first business day of January, April, July and
October to shareholders of record as of or about the nmth day of the
preceding month. Our board of directors reviews our common stock
dividend pohicy from tume to time. Among the factors the board of
directors considers in determining our dividend policy are earmings,
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financial loan covenants. In February 2003, we declared a first-
quarter 2003 dividend of $0.19 per share. Our Arucles of
Incorporation restnict the payment of dividends or the making of
other distributions on our common stock while any preferred shares
reman outstanding unless certain caputalization ratios and other
conditions are met. We provide further informauon on these
restnctions in Note 20 of the Notes to Consolidated Financial
Statements, “Common Stock, Preferred Stock and Other Mandatorily
Redeemable Secunties” We do not expect these restrictions to have an

impact on our ability to pay diidends on our comimon stock at the
current rate.

See “Management’ Discussion and Analysis of Financial Condition
and Results of Operations — Liquidity and Capital Resources —
Future Cash Requirements,” Note 3 of the Notes to Consolidated
Financial Statements, “Rate Matters and Regulation” and Note 20,
“Common Stock, Preferred Stock and Other Mandatorily Redeemable
Secunties. included herein for addihonal information on dividends.

SECURITIES AUTHORIZED FOR ISSUANCE
UNDER EQUITY COMPENSATION PLANS

The information called for by the item relating to “Securities
Authorized for Issuance Under Equity Compensation Plans” will be
set forth under that heading int the Proxy Statement relating to the
Annual Meeting of Shareholders to be held June 16, 2003, which
will be filed with the Securities and Exchange Commission no later

than April 30, 2003, and which is incorporated herein by reference.
o Ohe cash flows, capitalization ratios, regulation, including the KCCsorder  See also “ltem 12. Security Ownership of Certain Beneficial Owners
%; requinng us to reduce our outstanding debt, competition and  and Management.” -
£
1e5 dnd
1 saleS  |TEM 6. SELECTED FINANCIAL DATA
For the Year Ended December 31, 2002 2001 2000 1999™ 19984
{In Thousands)
Income Statement Data:
, Sales . . e e e T, . $1,71,118 $1.716,866 $1,890,590 $1,856,540 $1,654,979
=3,18,19 Net income (loss) from continuing operations before accounting change . . (166,042) (38,532) 141,027 14,296 35,649
s, “R2€  earnings (joss) available for common stock . (793,400) (21,771) 135,352 13,167 32,058
['\gal.\ons; -
T. LaKED 1o he Year Ended December 31, 200 2001 2000 1999 1998%
(in Thousands)
Balance Sheet Data:
Total assets e . . $6,443,099 $7,633,152 $7.801,720 $7,964,827 $7,929,776
Long-term debt, net, and other mandatorily redeemable secunties . 3,272,828 3,219,188 3,458,422 3,103,066 3,283,064
through théor the Year Ended December 31, 2002 200 2000 1999™ 19384
ter of 200Xommon Stock Data:
- Basic earnings {losses) per share available for
. common stock from continuing operations before accounting changes §  (232) $ (05%6) $ 203 $ 0.20 $ 048
! 'f Basic earnings (losses) per share avarlable for common stock $ (1106) $ (031) s 196 i 020 5 048
Dmidends per share $ 120 S 120 $ 144 $ 214 $ 214
Book value per share $ 1333 $ 2560 $ 2720 $ 2766 $ 92
Average shares outstanding (in thousands) 7,732 70,650 68,962 67,080 65,634

'Sec Note 23 of the Notes to Consolidated Financial Statements, “Impan ment Charges *

Informanon reflccts the impan ment of marketable secunties and the change to an aceelerated amor ization methad for the monitored scrviees segment’s customer dceounts

lnfmmallm- h’:ﬂ(‘(l\ exit costs asseqated with inta nanonal power dewe lopmrnl activatics
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

INTRODUCTION

In Managements Discussion and Analysis, we discuss the general
financial condition, significant annual changes and the operating
results for us and our subsidianes. We explain.

s what factors impact our business,

a what our earnings and costs were 1n 2002, 2001 and 2000,

» why these eamings and costs differ from year to year,

= how our earnings and costs affect our overall financial condution,

» what our capital expenditures were for 2002,

= what we expect our capital expenditures to be for the years 2003
through 2005,

= how we plan to pay for these future capital expendltures

a critical accounting pokicies, and

= any other items that particularly affect our inancial condmon or
earnmngs.

As you read Management’s Discussion and Analys:s, please refer to
our consohdated financial statements and the accompanying notes,
which show our operating resuts.

SUMMARY OF SIGNIFICANT ITEMS

Overview

A number of sigmficant developments have impacted us and our
business operations since January 2002 -

m We hired a new chiel, executive officer and senior management
team

s We filed a new Debt Reduction and Restructuning Plan (the Debt
Reduction Plan) with the Kansas Corporation Commission (KCC)
that reflects our decision to return to being exclusively a Kansas
electric utility, replacing an earlier plan that contemplated the
separation of Westar Industnes, Inc. (Westar Industries).

m We began implemenung the Debt Reduction Plan by (a) seling a
portion of our ONEOK, Inc (ONEOK) preferred stock, exchanging
the remaining preferred stock for a new class of ONEOK preferred
stock and modifying our related agreements with ONEOK, (b)
reducing our first quarter 2003 dividend 37% to $0 19 per share,
and (c) explonng alternatives for the disposition of our mnterests in
Protection One, Inc. (Protection One) and Protection One Europe.

s In May and June 2002, we refinanced approxamately $1.3 hillion of
outstanding debt.

» A Special Commuittee of our board of directors, the Secunues
and Exchange Commussion (SEC), the Federal Energy Regulatory
Commussion (FERC) and a federal grand jury miated mvesugauons
Imto vanous matters

» We recorded impairment charges related to our monitored secunty
businesses of approximately $864 9 milhon, net of tax benefit and
mimonty interests, of which $671 0 million was related to goodwll
and $193 9 milhon was related to customer accounts

» We repurchased a poruon of our 6 25% senior unsecured notes
that have a final matunty of August 15, 2018 and are putable and
callable on August 15, 2003 (the putable/callable notes) Asa resul,
we recognized a loss related Lo the fair value of a call opuon

associated with the putable/callable notes for 2002 of $23.7 milhon,
net of a $15 7 million tax benefit.

a We reduced our utility work force by approximately 400 employts
through a voluntary separation program.

a We restored service from a severe ice storm in late January 2002
and mcurred $19.3 million for restoranon costs, a portion of which
was capitahzed.

u ONEOK gave us notice of termmation effective December 2003 of
a shared services agreement pursuant to which we prownde
customer service functions to each other, including meter reading,
customer billing and call center operations. We expect termination
of this agreement will increase our annual costs to provide these
services by approximately $11 mllion to $13 mmllion.

New Chief Executive Officer and Senior Management Team

James S. Hamnes, Jr., joined us m December 2002 as our chief executive
officer and president and a member of the board of directors. He
replaced David C. Wittig, who resigned on November 22, 2002 from
all of hus posinons with us and our affiliates. Mr. Wittig had been on
admunistrative leave without pay since November 7, 2002 as a result
of his indictment by a federal grand jury m Topeka, Kansas, for
actions ansing from his personal dealings.

Mr. Haines added new members to our senior management team,
including William B. Moore as executive vice president and chief
operating officer, and Mark A Ruelle as executive vice president and
chief financial officer. All of these officers were previously employed
with us and have a strong background in the electnc utihty business.
Douglas T. Lake, our executive vice president and chief strategic
officer, resigned as a member of the board of directors and was placed
on unpad leave from all of his other positions with us and our
affihates on December 6, 2002

See Note 35 of the Notes to Consohdated Financial Statements,
“Potential Liabilites to David C. Wittig and Douglas T. Lake,' for
information about our potential habulities to Mr. Wittig and Mr. Lake

KCC Orders and Debt Reduction and Restructuring Plan

On February 6, 2003, we filed the Debt Reduction Plan with the KCC
outliming our plans for paying down debt and restructuring the
company. The Debt Reduction Plan calls for the sale of our non-utility
assets, including our interests in Protection One, Protection One
Europe and ONEOK. As pant of the Debt Reduction Plan, the first
quarter 2003 dividend on our common stock was reduced 37% to
$0 19 per share. In addiion, the Debt Reduction Plan contemplates
the potential issuance of additional Westar Energy equity, if needed to -
further reduce debt following the disposition of all matenal non-
uulity assets On February 10, 2003, the KCC issued an order n
which 1t stated that the Debt Reduction Plan appears to make a good-
faith effort to address the concerns expressed in the KCCs prior
orders and that the KCC needed additional time to review the Debt
Reduction Plan pnor to addressing other 1ssues. The KCC also stayed
the requirement of a December 23, 2002 order that we form a utility-

" only subsidiary for our former KPL electnc utihty division (KPL) no

later than August 1, 2003

The Debt Reduction Plan replaced a previous financial plan 1o which
we devoted extensive efforts throughout 2002 to obtain KCC
approval This plan contemplated the sale of Westar Industries
common stock m a nghts oficring We refer you to our Annual Report
on Form 10-K for the year.ended December 31, 2001 and subsequent
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Quarterly Reports on Form 10-Q for further information on this
fmancial plan and related KCC orders The KCC rejected this plan on
November 8, 2002 and issued an order that directed us to file a new
financial plan, to reverse specified intercompany transactions, to
reduce debt by $100 million annually in each of the next two years
from internally generated cash flow, and to restructure our
organizational structure so that KPL would be placed in a separate
subsichary with the amount of debt held by the utility not exceeding
$1.47 billion. The order further established standstill protections
requiring that we seek KCC approval before we enter mto certain
transactions with a non-utility affikate. Following our filing of a
motion for, reconsideration and clanfication of this order, the KCC
issued an order on December 23, 2002 direcuing that no later than
August 1, 2003, KPL be held within a separate utility-only subsidiary
and that the consolidated debt for all of our utility businesses not
exceed $1.67 bilhon.

The standstill provisions of the December 23, 2002 KCC order
potentially could have had a matenal impact on Protection One.
These standstill provisions are descnbed 1n Note 3 of the Notes to
Consolidated Financial Statements, “Rate Matters and Regulation”
On March 11, 2003, the KCC issued an order perrmitting us to make
the payment due to Protection One n 2003 under a tax shanng
agreement and to continue making loans to Protection One under a
revolving credit facility. In addiion, the order perrmtted us to

~ reimburse Protection One approximately $4.4 mllion for information

technology and aviation services, subject to certain conditions.

The KCC staff and other parties to the KCC docket considenng the
Debt Reduction Plan have filed comments on the Debt Reduction
Plan. The KCC has not yet established a procedural schedule for
considering the Debt Reducuon Plan and the related comments We
are unable to predict what action the KCC wnll take wath respect to
the Debt Reduction Plan.

The KCC Orders dated November 8, 2002, December 23, 2002,
February 10, 2003 and March 11, 2003 and the Debt Reduction Plan
are extubits to this Annual Report on Form 10-K. All of such exhibits

are incorporated by reference heremn. All of the documents concerning

these matters, including the KCC Orders, can also be reviewed at the
website of the KCC at www.kec.state.ks.us (the website information
1s not mcorporated heremn or otherwise made a part of this Annual
Report on Form 10-K). We refer you to these documents for further
information concerning these matters.

Changes in ONEOK Ownership

On February 5, 2003, ONEOK repurchased from Westar Industries
9,038,755 shares of 1ts Series A Convertible Preferred Stock, which
were convertible mto 18,077,511 shares of common stock We received
$300 mullion as a result of this sale, which was previously approved by
the KCC. We anncipate using all or a portion of the net proceeds to

repurchase or provide for the repayment of all of the putable/callable
notes and a poruon of our 6 875% senior unsecured notes.

Westar Industnes also exchanged 1ts remaining shares of Series A
Convertible Preferred Stock for 21,815,386 new shares of ONEOKS
Senes D Convertible Preferred Stock ONEOK has agreed to file a shelf
registration statement covering the Senes D Converuble Preferred
and common stock held by Westar Industnes Futuie sales will be
subject to vanous condinons including the effectiveness of such
registration, the required waiver or expiration of a 180-day lock-up
period.ending on July 22 2003, and future market condimons As
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of March 14, 2003, Westar Industries holds an approximate 27.5%
ownership interest n ONEOK, assuming conversion of the Senes D
Conventible Preferred Stock.

In 2002 and prior penods, we accounted for our ONEOK common
stock investment under the equity method of accounting, Dunng
2003, we will accoumt for our ONEOK common stock investment as
an available-for-sale security under Statement of Financial Accounung
Standards (SFAS) No. 115, “Accounting for Cenain Investments in
Debt and Equity Secunties,” and mark to market its fair value through
other comprehensive income. We will begin accounting for our
ONEOK Series D Convertible Preferred Stock investment under this '
method if and when a pubhc market for these securities develops.

Sale of Protection One and Protection One Europe

On January 13, 2003, we announced that our board of directors
authorized management to explore alternatives for disposing of our
investments in Protection One and Protection One Europe. The Debt
Reduction Plan provides for the sale of our interests in Protection One
Europe with a targeted closing of mid-2003 and the sale of our
mterest in Protection One with a targeted closing by late 2003 or early
2004. As a result, these operanons were classified as discontinued
operations during the first quarter of 2003 pursuant to the provisions
of SFAS No. 144, “Accounting for the Impairment and Dlsposal of
Long-Lived Assets”

As discontinued operations, we will be required to determine the fair
value of our investment, which wall be the net amount we expect to
realize from the sale of the mnvestment. The investment must be
reported at the lesser of our recorded basis or the estimated fair value.
If the fair value 1s less than our recorded basis, we will be required to
record an expense equal to the amount, which could be matenal, by
which our basis exceeds the esumated fair value

We sohcited and received indications of value for Protection One
Europe from potential buyers These indications of value are within a
range we would be willing to accept. They indicated the recorded
goodwill for Protection One Europe had no value Accordingly, we
recorded a $36 mullion impairment charge in the fourth quarter of
2002 to reflect the impairment of all remaming goodwill at Protection
One Europe. We are willing to accept offers in the indicated range
due to our ability to use the tax loss on this sale to offset the taxes that
would otherwise be due from our sale of other investments. We will
recogmize a $58 million tax benefit in the first quarter of 2003 when
Protection One Europe 1s classified as a discontinued operation.

Ongoing Investigations
Grand Jury Subpoena

On September 17, 2002, we were served with a federal grand jury
subpoena by the United States Attorney’s Office n Topeka, Kansas,
requesting information concerning the use of aircraft and our annual
shareholder meetings Since that date, the United States Attorneys
Office has served additional subpoenas on us and certain of our
employees requesting further information concerning the use of
aircraft, executive compensauon arrangements with Mr Witng, Mr.
Lake and other former and present officers, the proposed nghts
offening of Westar Industnes stock, and the company in general We
are providing information in response to thesc tequests and are fully
cooperaung in the ivesugation We have not been informed that we
are a targel of the investigation We are unable (0 predict the ulumaic
outcome of the invesugauon ar 1ts iImpact on us
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Securities and Exchange Commission Inquiry

On November 1, 2002, the SEC noufied us that it would be
conducting an nquiry into the matters involved in the restatement of
our first and second quarter 2002 financial statements. Our counsel
has communicated with the SEC about these matters and other
matters within the scope of the grand jury nvestigation. We are unable
to predict the ulumate outcome of the inquury or its impact on us

Special Committee Investigation

Our board of-directors appomnted a Special Committee of directors to
mvestigate management matters and matters that are the subject of
the grand jury investigation and SEC inquiry. The Special Commuttee
retamed counsel and other advisors. The Special Committee
investigaon has been completed and has not resulted n adjustments
to our consolidated financial statements

FERC Subpoena

On December 16, 2002, we received a subpoena from FERC seelung
details on power trades with Cleco Corporation (Cleco) and 1ts
affiliates, documents concerning power transactions between our
system and our marketing operations and information on power trades
m which we or other trading companies acted as intermedharies

We have provided information to FERC n response to the subpoena.
We beheve that our participation in these transactions did not violate
FERC rules and regulanons However, we are unable to predict the
ultimate outcome of the investigation. See Note 19 of the Notes to

Consolidated Financial Statements, “Ongoing Invesugations — FERC |

Subpoena; for additional information
Call Option

In August 1998, we entered mto a call option with an investment
bank related to the 1ssuance of $400 milhon of our putable/callable
notes This call option is required to be settled by August 2003
through either a cash payment or a remarketing or refinancing of the
putable/callable notes. The ulumate value of the call option will be
based on the difference between the 10-year United States treasury
rate on August 12, 2003 and 5 44%. If the 10-year United States
treasury rate on August 12, 2003 1s less than 5 44%, we will have a
hability to the investment bank at that ume. At December 31, 2002,
our potential liability under the call option was $62 2 milhon. Based
on the 10-year forward treasury rate on March 14, 2003 of 3.91%,
we would be obhgated to make a cash payment of approximately
$69.1 million to settle the call option if we did not remarket or
refinance the notes. The amount of our liabiity wall increase or
decrease approximately $5 milhon for every 10-basis point change in
the 10-year forward treasury rate 1f settled through a remarketing or
refinancing, any habihty related to the call option will be amortized
as a credit to interest expense over the term of the new debt. The
nvestment bank will price the notes to yield a market premium
adequate to allow the investment bank to retain proceeds equal to the
fair value of the call option at settlement

At the ume of 1ssuance of the notes in 1998, we were not required by
generally accepted accountung principles (GAAP) to account
separately for the call option However, when we began retinng thesc
noles as a part of ow overall debt teduction strategy, the poruon of

the call option associated with the retired notes became a free-
standing opuion required to be reated as a denvauve instrument
under SFAS No. 133, “Accounting for Denvauve Instruments and
Hedging Acuvities,” as amended by SFAS Nos. 137 and 138 (collec-
uvely, SFAS No. 133). In addition, under SFAS No. 133, we are
required to mark to market changes mn the anticipated amount of the
hability related to the portion of the $400 million mn notes that have
been reured so that our balance sheet reflects the current fair value of
the free standing portion of the call option. For 2002, we recognized
a loss of $10.1 mllion, net of $6.7 mllion tax benefit, related 1o the
farr value of the call option associated wath the putable/callable notes
at the ume the notes were retired. This loss 1s included in our
consohdated statements of ncome as part of the gam on
extinguishment of debt line item of other income. For 2002, we also
recorded an additional non-cash charge of $13.6 milhon, net of $9.0
milhon tax benelfit, to reflect mark to market changes m the fair value
of the call option associated with the retired notes This charge is
reflected 1n the other hine item of other income in our consolidated
statements of income. In total, the loss recorded related to the fair
value of the call option for the year ended December 31, 2002 was
$23.7 milhion, net of $15.7 million tax benefit. '

We ntend to repurchase or provide for the repayment of the
putable/callable notes on or prior to June 15, 2003. Any repurchase
of these notes will require us to mark to market additional amounts
of the call option. From January 1, 2003 through March 14, 2003,
we purchased $35.3 milhon face value of our putable/callable notes.
We cannot predict changes n the market value of the call option
and therefore cannot estmate amounts of future mark-to-market
non-cash charges associated with the call option or the impact on
our earnings.

_Impairment Charges

Effecuive January 1, 2002, we adopted SFAS No. 142, “Accounting
for Goodwll and Other Intangible Assets] and SFAS No. 144,
“Accounung for the Impairment and Disposal of Long-Lived Assets”
As a result of implementing the new standards, we recorded a charge
[or the first quarter of 2002 of approximately $749.3 million (net of
tax benefit and minority mnterests), of which $555.4 million was

related to goodwill and $193.9 million was related to customer
accounts.

In addition, in the fourth quarter of 2002 we recorded a $79 7 million
impairment charge, net of tax benefit and rnonty interests, to reflect
the addional impairment of all remaining goodwll of Protection
One’s North Amenca segment We also recorded a $36 mullion
impairment charge to reflect the impairment of all remaining
goodwll at Protection One Europe. These accounting standards,
the related charges and other related information are discussed

m Note 23 of the Notes to Consohidated Financial Statements,
“Impairment Charges”

Work Force Reductions

Dunng 2002, we reduced our utthty work force by approximately
400 employees through a voluntary separation program We recorded
a net charge of approximately $21 7 million in 2002 related to this
program We have replaced and may conunue 1o 1eplace some of
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these employees. For additional wnformation, see Note 29 of the
Notes to Consolidated Financial Statements, “Work Force Reductions”
Ice Storm

in late January 2002, a severe ice storm swept through our utihity
service area causing extensive damage and loss of power to numerous
customers. Through December 31, 2002, we incurred $19.3 million
for restoration costs, a portion of which was capitalized. We have
deferred and recorded as a regulatory asset on our December 31,
2002 consohdated balance sheet restoration costs of approximately
$15.0 million. We have received an accounting authority order from
the KCC that allows us to accumulate and defer for potential future
recovery all operating and carrymng costs related to storm restoration.

CRITICAL ACCOUNTING POLICIES

Our discussion and analysis of results of operations and financial
condition are based upon our consolidated financial statements,
which have been prepared in accordance with GAAP. The preparation
of consohdated financial statements requires us to make estimates
and assumptions that affect the reported amounts of assets, liabilities,
revenues and expenses, and related disclosure of contingent assets
and liabilities. We evaluate our estimates on an on-going basis,
including those related to bad debts, mventones, depreciation,
revenue recognition, mnvestments, customer accounts, goodwill,
intangible assets, income taxes, pensions, post-retirement and post-
employment benefits, decommussioning of Wolf Creek Generating
Station (Wolf Creek), environmental issues, contingencies and
litigation. We base our estimates on histoncal expenence and on
various other assumptions that are believed to be reasonable under
the circumstances, the results of which form the basis for making
judgments about the carrying values of assets and habihties that are
not readily apparent from other sources. Actual results may differ
from these estimates under different assumptions or conditions.

Note 2 of the Notes to Consohidated Financial Statements, “Summary
of Sigmificant Accounuing Policies,” provides a summary of the
significant accounting polictes and methods used n the preparation
of our consolidated financial statements. The following 1s a brief
description of the more significant accounting policies and methods
used by us.

Regulatory Accounting

We currently apply accounting standards for our regulated uulity
operations that recognize the economic effects of rate regulation in
accordance with SFAS No. 71, “Accounting for the Effects of Certain
Types of Regulation;” and, accordingly, have recorded regulatory
assets and liabilities when required by a regulatory order or based on
regulatory precedent.

Regulatory assets represent mcurred costs that have been deferred

because they are probable of future recovery in customer rates. -

Regulatory liabilities represent obligations to make refunds to
customers for previous collections for costs that are not likely to be
mcurred m the future We have recorded these regulatory assets and
habilities 1 accordance with SFAS No 71 1f we were required to
terminate apphcation of SFAS No 71 for all of our regulated
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operations, we would have to record the amounts of all regulatory
assets and liabilities in our consohdated statements of income at that
ume. As of December 31, 2002, this would reduce our eamings by
approximately $351.9 million, net of applicable income taxes.

SFAS No 71 applies 1o our electric utility business segment. We do
not anticipate the discontinuation of SFAS No. 71 in the foreseeable
future. See “— Other Information — Electric Utility — Stranded
Costs” for additional discussion of the application of SFAS No. 71.

Depreciation

Utility plant is depreciated on the straight-ine method at the lesser of
rates set by the KCC or rates based on the estimated remaining useful
lives of the assets, which are based on an average annual composite
basis using group rates that approximated 2.66% during 2002,
3.03% during 2001 and 2.99% during 2000.

In its rate order of July 25, 2001, the KCC extended the estimated
service life for certam of our generating assets, including Wolf Creek
and the LaCygne 2 generating station, for regulatory rate making
purposes. The estimated retirement date for Wolf Creek was
extended from 2025 to 2045, although our operating license for
Wolf Creek expires mn 2025, and the estimated retirement date for
LaCygne 2 was extended to 2032, although the term of our lease for
LaCygne 2 expires in 2016. On April 1, 2002, we adopted the new
depreciation rates as prescribed in the KCC order. We continue to
depreciate- Wolf Creek over the term of our operating hicense, and we
continue to depreciate LaCygne 2 over the term of our lease. We have
created a regulatory asset for the amount that our depreciation
expense exceeds our regulatory deprecianon expense.

On an annual basis, our depreciation expense will be reduced by
approximately $30 0 million as a result of these extensions. If our
generating hcense for Wolf Creek 1s not renewed or the term of our
lease for LaCygne 2 1s not extended, we will need to seek rehef from
the KCC to recover the remaining cost of these assets.

Pension Benefit Plans

The reported costs of our pension benefit plans, which include our
portion of Wolf Creek Nuclear Operating Corporation’s costs, are
impacted by the factors listed below.

s Pension costs are impacted by earmings on plan assets, plan amend-’
ments, contributions made to the plan and employee demographics
(including age, compensation levels and employment periods).

= Pension costs may be sigmficantly affected by changes mn actuarial
assumptions, including anticipated rates of return on plan assets
and discount rates used in determining the projected benefit
obligation and pension costs.

u Our 2002 discount rate assumption ranged from 6.50% t0 6.75%.
Our discount rate was 7.25% in 2001 and ranged from 7.25% to
775% m 2000. When our discount rate assumption decreases, our
expense increases

= Our expected rate of return assumption ranged from 9.0% to
9.25%, which 1s consistent with long-term resuits of the plans. The
return assumption was the same for 2002, 2001 and 2000.
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The lollowing chant reflects the annual impact of a 0 5% decrease in
certain assumptuons. If the discount rate increased by 0.5%, the
impact would be a similar amount in the opposite direction

Annual Annual
Impact on Annual Impact on
Projected  Impacton  Projected
Change in Benefit Pension Pension
Assumption Obligation  Liabiilty Expense
{in Mithons)
Discount rate . .. . 05%decrease  $228 $16.9 $1.5
Rate of returnonplan assets . . 0 5% decrease - - 24

We recorded pension expense of $5.8 mllion in 2002 and pension
income of $4 0 mllion m 2001. The $9.8 milhon increase 1s due
pnmanly to lower returns on plan assets and an early retrement
window that was offered in 2001 and 2002. In 2003 we expect to
record approximately $1.8 milhon of pension income.

Pension plan assets are pnmarily made up of equity and fixed income
investments. The market value of the plan assets has been affected by
dechines in equity markets. At December 31, 2002, the fair value of
pension plan assets was $382.3 milhon. Actual return on plan assets
declined by approximately $2.1 million dunng 2001 and by
approximately $58.5 million dunng 2002. Absent a substantial
recovery n the equity markets, pension costs, cash funding
requirements and the additional pension liability could substantially
increase in future years,

See Note 15 of the Notes to Consolidated Financials Statements,
“Employee Benefit Pians;” for addiuonal informauon

Revenue Recognition
Energy Sales

Energy sales are recognized as delivered and include an estimate for
energy dehvered but unbilled at the end of each year Power
marketing activities are accounted for under the mark-to-market
method of accounting. Under this method, changes in the portfolio
value are recogmzed as gains or losses in the period of change. The
net mark-to-market change 1s included mn energy sales in our
consolidated statements of income. The resuling unreahzed gains
and losses are recorded as energy trading assets and liabilties on our
consolidated balance sheets.

We pnmarily use quoted market prices to value our power marketing
and energy trading contracts. When market prices are not readily
available or determinable, we use alternative approaches, such as
model pnang, The market prices used to value these transactions
reflect our best esumate of fair values considenng vanous factors,
including closing exchange and over-the-counter quotations, time
value and volatlity factors underlying the commtments. Results
actually achieved from these activities could vary matenally from
ntended results and could unfavorably affect our financial results

Monitored Services Revenues

Monitored services revenues are recognized when security services
are provided System installaton revenues, sales revenues on
equipment upgrades and direct and incremental costs of nstallauons
and sales are deferred for residenual customers with monioring
service contracts For commercial customers, revenue recognuon 1s

dependent upon each specific customer contract In instances when
the company passes utle to a system unaccompanied by a service
agreement or the company passes title at a price that 1t beheves is
unaffected by an accompanying but undelivered service, the
company recognizes revenues and costs 1n the period incurred. In
cases where the company retains title to the system or 1t pnces the
system lower than 1t otherwise would because of an accompanying

service agreement, the company defers and amortizes revenues and
direct costs.

Deferred system and upgrade installation revenues are recogmzed
over the expected life of the customer utilizing an accelerated method
for residential and commercial customers and a straight-hne method
for Protecuon Ones Mulufamily customers. Deferred costs n excess
of deferred revenue are recognized over the mitial contract term,
utilizing a straight-line method, typically two to three years for
residential systemns, five years for commercial systems and five to ten
years for Multifaruly systems. To the extent deferred costs are less
than deferred revenues, such costs are recognized over the estimated
Iife of the customer relationship.

Deferred revenues also result from customers who are ‘bhilled for
monitonng and extended service protection in advance of the period
in which such services are provided, on a monthly, quarterly or .
annual basis. Revenues from monitonng activities are recognized in
the penod such services are_provided.

Cumulative Effects of Accounting Changes

Accounting for Goodwill and for the Impairment

and Disposal of Long-Lived Assets
Effective January 1, 2002, we adopted SFAS No 142 and SFAS No.
144. SFAS No. 142 estabhished new standards for accounting for
goodwill. SFAS No. 142 continues to require the recognition of
goodwill as an asset, but discontinued amortization of goodwill. In
addition, annual impairment tests must be performed using a fair-
value based approach as opposed to an undiscounted cash flow
approach required under pnor standards.

SFAS No. 144 established a new approach to determining whether
our customer account asset is impaired. The approach no longer
permuts us to evaluate our customer account asset for impairment
based on the net undiscounted cash flow stream obtamed over the
remaining hfe of goodwill associated with the customer accounts
being evaluated. Rather, the cash flow stream used under SFAS No.
144 is hmited to future estimated undiscounted cash flows from
assets n the asset group, which include customer accounts, the
prnimary asset of the reporung unit, plus an estimated amount for the
sale of the remaning assets within the asset group (including
goodwll). If the undiscounted cash flow stream from the asset group
15 less than the combined book value of the asset group, then we are
required to mark the customer account asset down to fair value, by
way of recording an impairment, to the extent fair value is less than
our book value. To the extent net book value 15 less than fair value, no
impairment would be recorded

To implement the new standards, an independent appraisal firm was

_ engaged to help management estimate the fan values of Protection

Ones and Protection One Europes goodwill and customer accounts
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Based on this analysis, we recorded a charge in the first quarter of 2002
of approximately $749.3 million (net of tax benefit and mnority
nterests), of which $555.6 mlhion was related to goodwill and
$193.9 milhion was related to customer accounts.

Accounting for Derivative Instruments and Hedging Activities

Effective January 1, 2001, we adopted SFAS No. 133. We use
derivative mstruments (pnmarily swaps, options and futures) to
manage mnterest rate exposure and the commodity price risk inherent
n some of our fossil fuel and electricity purchases and sales. Under
SFAS No. 133, all derivative instruments, including our energy
trading contracts, are recorded on our consolidated balance sheet as
either an asset or liabihty measured at fair value. Changes in a
derivatve’s fair value must be recogmzed currently in earnings unless
specific hedge accounting criteria are met, in which case changes are
reflected in other comprehensive income. Cash flows from derivative
instruments are presented in net cash flows from operating actwities.

Derivative instruments used to manage commodity price nsk
inherent in fossil fuel and electncity purchases and sales are classified
as energy trading contracts on our consolidated balance sheets.
Energy trading contracts representing unrealized gain positions are
reported as assets; energy trading contracts representing unrealized
loss positions are reported as habulities.

Prior to January 1, 2001, gains and losses on our denvatives used for
managing commodty price risk were deferred until settlement. These
denvatives were not designated as hedges under SFAS No. 133.
Accordingly, on January 1, 2001, we recognized an unreahzed gain of

$18.7 mutlion, net of $12.3 million of tax. This gain 1s presented on

our consolidated statement of ncome in 2001 as a cumulative effect
of a change in accounting principle.

After January 1, 2001, changes mn fair value of all derivative
mstruments used for managing commodity price risk that are not
designated as hedges are recognized n revenue as discussed above
under “— Revenue Recognition — Energy Sales.” Accounting for denv-
atives under SFAS No. 133 wll increase volaulty of our future
earnings.

Revenue Recognition

In the fourth quarter of 2000, we adopted Staff Accounting Bulletn
(SAB) No. 101, “Revenue Recogmtion,” which had a retroactive
effecuve date of January 1, 2000 The impact of this accounting
change generally required deferral of certain monitored secunty
services sales for installation revenues and direct sales-related
expenses. Deferral of these revenues and costs 1s generally necessary
when installation revenues have been received and a momtoring
contract to provide future service 1s obtamned.

The cumulauve effect of this change in accounting pnnciple was
a charge to income n 2000 of approximately $3.8 million, net of
$1 1 millhon tax benefit, and 1s related to changes n revenue
recogrution at Protection One Europe Prior to the adoption of SAB
No 101, Protection One Europe recognized installation revenues and
related expenses upon completion of the installauon
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Accounting Changes
Accounting for Energy Trading Contracts

In October 2002, the Financial Accounting Standards Board (FASB),
through the Emerging Issues Task Force (EITF), issued Issue No. 02-03,
which rescinded Issue No. 98-10, “Accounting for Contracts
Involved in Energy Trading and Risk Management Activities” As a
result, all new contracts that would otherwise have been accounted
for under issue No. 98-10 and that do not fall within the scope of
SFAS No. 133 can no longer be marked-to-market and recorded in
earnings as of October 25, 2002. We are not affected by ths change in
accounting principle and are not required to reclassify any of our
contracts. EITF Issue No. 02-03 also requires that energy trading
contracts and derivatives, whether settled financially or physically, be
reported in the mcome statement on a net basis effective January 1,
2003. We began to classify our energy trading contracts on a net basis
during the third quarter of 2002.

On July 1, 2002, we began reporting mark-to-market gains and losses
on energy trading contracts on a net basis, whether reahzed or
unrealized, in our consolidated income statements. Prior to July 1,
2002, we reported gains on these contracts in sales and losses m cost
of sales in our consohdated mcome statements. The changes are
reflected in our consolidated financial statements for the year ended
December 31, 2002. Prior periods shown in our consolidated
financial statements have been reclassified to reflect the effect of this
change and to be comparable as required by GAAP. As a result of the
net presentation, we expect significant reductions in our energy
revenues and expenses from those reported n prior periods, which
will not affect gross profit or net income. A summary of the effects of

this change for the years ended December 31, 2002, 2001 and 2000
is as follows:

Changes to Income Statements

Year Ended December 31, 2002 Prior to After
Redassifications
for Net for Net
Presentation Presentation
On Thousands)
Energysales ........ .. .. $1,798,971 $1,422,899
Energy cost of sales 754,700 378,628
Energygrossprofit . ... ....... ... $1,044,271 $1,044,271

Year Ended December 31, 2001 Prior to After
Redassifications  Redlassifications
for Net for Net
Presentation Presentation

(in Thousands)
Energysales ....... .. ... .. $1,706,311 $1,307,177
Energy costof sales ... 793,210 394,076
Energy gross profit . ... $ 913,101 $ 913,101

Year Ended December 31, 2000 Prior to
Redassifications  Redlassifications
for Net for Net
Presentation Presentation

(in Thousands)
Energy sales . . $1,829,133 $1,359,522
Energy cost of sales 850,018 380,407
Energy gross profit $ 979,115 $ 979,115

29
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OPERATING RESULTS

Westar Energy Consolidated
2002 compared to 2001

We reported aloss of $11.06 per share in 2002 compared 10 a loss of
$0.31 per share in 2001. This greater loss per share was due pnmarily
to the 2002 impairmemt charges related to moniored services
goodwll and customer accounts. A dechine 1n monnored senices
revenues also contnbuted 1o the loss. Improved results from unhty
operations and declines 1n cost of sales and operauing expenses
and ncreases i other income from monitored services partially
offset these items. For additional information, see the segment
discussions below.

2001 compared to 2000

We reported a loss of $0.31 per share i 2001 compared to earmings
of $1.96 per share in 2000. This decrease resulted from decreased
electricity sales caused by milder weather, the decrease n elecinc
rates in accordance with the July 25, 2001 KCC rate order, higher
operaung losses in our monitored services segment, and the fourth
quarter charge related to a work force reduction Addiuonally,
Investment earnings and extraordinary gains on the retirement of
debt were lower in 2001 than in 2000.

Segments of Business

Our business is segmented based on differences in products and
services, production processes and management responsibility We
have 1dentified three reportable segments' Electric Utihty, Momitored
Services and Other.

a Electnic Utility consists of our mtegrated electric utlity operations,
including the generation, transmission and distnbution of power to
our retail customers in Kansas and to wholesale customers, and our
power marketing activities.

» Monitored Services, including the net effect of minonty interests, 1s
composed of our secunty alarm monitoring businesses in the
United States and Europe.

» Other, includes our approximate 45% ownmership nterest in
ONEOK at December 31, 2002, (which was reduced to a 27.5%
nterest on February 5, 2003), and other investments in the
aggregate not material to our business or results of operations

We manage our business segments’ performance based on thewr
earmings (losses) before interest and taxes (EBIT) because EBIT 1s the
primary measurement used by our management to evaluate segment
performance. Our business managers have direct control over the
items that affect the EBIT of their segments and we therefore belheve
EBIT is an appropriate measure of segment performance. EBIT does
not represent cash flow from operations as defined by GAAP, should
not be construed as an alternauve to operating mncome and 1s
mndicative neither of operating performance nor cash flows available
to fund our cash needs ltems excluded from EBIT are sigmficant
components in understanding and assessing our financial perfor-
mance. Interest expense, income taxes, discontimued operations,

cumulative effects of accounting changes and preferred dividends are
nems that are excluded from the calculauon of EBIT. Our
computation of EBIT may not be comparable to other simlarly utled
measures of other companies We provide a reconcihation of EBIT to
GAAP income measurements in Note 32 of the Notes to Consolidated
Financal Statements, “Segments of Business.”

Electric Utility

We supply electric energy at retail to approximately 647,000
customers in Kansas including the commuranes of Wichita, Topeka,
Lawrence, Manhattan, Salina and Hutchinson. We classify our
customers as residential, commercial and mdustrial as defined in our

. tanffs. We also supply electric energy at wholesale to the electnc

distnbunon systems of 62 Kansas cities and four rural electnc
cooperatives We have contracts for the sale, purchase or exchange of
wholesale electriaity with other utilities. In addition, we have power
marketing operations that purchase and sell electncity in areas
outside our historical service territory.

Regulated electnic uulty sales are sngmﬁcandy |mpacted by such
things as regulation (including rate regulation), customer
conservation efforts, wholesale demand, the overall economy of our
service area, the weather and competitive forces. Our wholesale sales
are impacted by demand outside our service territory, the cost of fuel
and purchased power, pnce volatility and available generation
capacity.

Our electric sales for the three years ended December 31 were as
follows:

2002 2001 2000
(in Thousands)

Residential $ 442106 § 419492 § 452,674
Commeraal 385,375 380,277 367,367
Industnal 242 847 244,392 252,243
Total . . . ... 1,070,328 1,044,161 1,072,284
Network |ntegratmn“’ .. 60,132 - -
Other® . . 46,693 50,669 49,629
Totalretail . . 1,177,153 1,094,830 1,121,913
Power Marketing/Wholesale

and Interchange . 245,746 212,347 . 237,609
Total ... $1422899  $1,307,177  $1,359,522

. “Network Integration: Reflects a new network transmussion tariff that requtres us

to pay to the Southwest Power Pool (SPP) all expenses assoaated with transporting
power from our generating stations. The SPP then pays us for transmutting power to
the point of delivery into our retail distnbution system These receipts from the SPP
are reflected in revenues under the network integration classification For further

information, see “— Other Information — Electnc Utility — Network Integration
Transmission Service” below.

*Other: Includes pubhc street and highway lightung and mscellaneous electnc
revenucs.

The following tables show changes in elecinc sales volumes, as
measured by thousands of megawatt hours (MWh) of electnaity we
generate, for the three years ended December 31. No sales volumes

. e
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are shown for network mntegration or power marketing because these
activities are not related to electncity we generate.

2002 2001 % Change
(Thousands of MWh)
Residential ... .. 6,170 ' 8,755 12
Commercial .. . ee - 6,817 6,742 11
Industnal . .... . e 5451 5,617 (30)
Other . . . 106 107 09
Totalretal .. 18,544 18,221 18
Wholesale and |nterchange 9,115 17,547 208
Total.... .. 27,659 25,768 73
2001 2000 % Change
(Thousands of MWh)
Residential e .. . 5,755 6,222 795
Commeraal . .. ... e e e 6,742 6,485 40
Industnal . .. .. . e .. 5617 5,820 35)
Other.. . .. . .. . . _u 09 |
Total retall . . |- ¥ 18,635 (22)
Wholesale and Inten:hange . 1,547 6,892 95
Total... e e e . 25,768 25,527 09

Details concerning EBIT and assets attnbutable to our electric utlity
segment are summarized in the tables below:

For the years ended December 31, 2002 2001 2000

{in Thousands)
Depreciation and amortization . . .. $ 171,749 § 185156 § 175839
Earnungs (losses) before interest and taxes . 246,993 207,057 331,330
December 31, 2002 2001 2000

(In Thousands)
Identifiable assets $5033,329 $4,932,447  $4,961,240

2002 compared to 2001: Energy sales increased $115.7 million, or
9%, due primarily to the $60 1 milhon m new network integration
tarifl revenues (see “— Other Informauon — Electric Utihty —
Network Integranon Transmission Service”), a $33.4 million increase
in power marketing, wholesale and nterchange revenues and a
$27.7 milhon increase n residential and commercial electric sales
revenues. Power marketing, wholesale and mterchange revenues
increased pnmanly as a result of increased sales volumes, offset by
lower wholesale prices. Favorable weather conditions and a shght
increase in the number of utility customers contributed to the increase
mn residential and commercial electne sales revenues, which were
offset by lower retail rates and decreased industrial revenues related
to weak economic condutions.

Cost of sales decreased $15.4 million, or 4%, due pnmarily to a
$14.6 million decrease 1n purchased power expense. Purchased
power expense decreased due pnmarily to the increased availability
of our generating units and lower prices.

Gross profit increased $131 2 milhion, or 14%, for the reasons
discussed above This increase n gross profit also reflects the impact
of the adoption of SFAS No 133 on January 1, 2001 This new
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standard required that we report a $31.0 milhion gain m 2001 on
centain denvauve contracts (denvatives) as a cumulative effect of a
change 1n accounting pnnciple rather than include the gain in gross
profit All gans and losses after January 1, 2001 on our derivatives
that are not designated as hedges are reflected in gross profit. Had we
included the $31.0 million gain 1n revenues in 2001, gross profit

 would have increased $100.1 milhion rather than $131.2 milhon.

Operaung expenses increased $69.0 milhon, or 10%, due primarily
to the charges associated with the network integration transmission
tanff, reserve for potential habihues to Mr. Wittig and Mr. Lake,
employee severance costs related to the work force reduction and the
compensation expense associated with an exchange of previously
granted restncted share units as discussed in Note 15 of the Notes to
Consolidated Financial Statements, “Employee Benefit Plans — Stock
Based Compensation Plans” These increases were partially offset by a
$13.4 million decrease m depreciation expense related to the change
in depreciation rates as discussed above m “— Critical Accounting
Policies — Depreciation” In addition, our maintenance expense
dechined $22.6 mullion, or 19%, due primarily to the lower forced
outage rates of our generating units.

Due to the above factors, income from utihity operations increased
$62 2 milhon, or 29%. A decrease in other expense of $22.3 million
was due primarily to recording a non-cash mark-to-market charge on
the call option of the putable/cailable notes as discussed in “—

Liquidity and Capital Resources” below. EBIT mcreased $39.9 million
as a result.

2001 compared to 2000: Energy sales decreased $52.3 million, or
4%. Residential sales declined 7% and power marketing, wholesale
and mnterchange sales declined 11%. Residennal sales decreased due
to weather conditions and our rate decrease, while power marketing,
wholesale and interchange sales decreased because of lower pnces
and more power available in the market. Cost of sales increased
$13 7 milhon, or 4%, which was due principally to an increase in our
natural gas fuel expenses resulung from the purchase of fuel for new
generating units that began operating during 2001.

As a result of the dechne in sales and the mcrease in cost of sales, gross
profit decreased $66.0 million, or 7%. This dechne in gross profit also
reflects the impact of the adoption of SFAS No. 133 on January 1,
2001. This new standard required that we report a $31.0 million gain
on certain derivatives as a cumulative effect of a change in accounting
prnciple rather than include the gan 1n gross profit. Had we been
permitted to classify this accounting change as an increase to

revenues, gross profit would have declined by $35.0 mihon rather
than $66.0 mullion.

" Operating expem mcreased $45.7 rmllion due pnmanly to recording

approximately $8 7 million of costs associated wath the termnated
Public Service Company of New Mexico merger transaction,
approximately $14.3 milhon in employee-severance costs related to
the 2001 work force reductions, an mncrease i our pension and
benefit expenses and an increase in general maintenance expenses

ety
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Monitored Services

_ Protection One and Protecion One Europe compnse our monitored

services business segment. The results discussed below reflect
montored services on a stand-alone basis. These results take mto
consideration Protection One’s mmonty interest of approximately
12% at December 31, 2002, 13% at December 31, 2001, and 15% at
December 31, 2000. As discussed above, our monitored services
operations will be reported as discontinued operations as required by
of SFAS No. 144 dunng the first quarter of 2003

Details concerning EBIT and assets attnbutable to our monitored
services segment are as follows:

For the years ended December 31, 2002 2001 2000

(in Thousands)
Sales .oe .. .. $347967 § 408330 § 529,584
Depreciation and amortization ... . 98,111 225,133 245,297
Losses before interest and taxes . . . 369,848 71,074 5,678
December 31, 2002 2001 2000

(in Thousands)
Identhiable assets . . $638936  $1,883,786  $2,175,706

2002 compared to 2001: Sales decreased $60.4 mihon due pnmanly
to a dechine in the average customer base and the renewal of existing
customers for extended contract peniods with a lower monthly rate.
The momtored services segment experienced a net declne of 62,656
customers mn 2002, which 1s atnbutable primanly to customer
attntion. Although net customers decreased for the year, Protection
One had a favorable dechne in attntion in 2002 compared to 2001
due to the reasons discussed in “— Other Information — Monatored
Services — Attntion™ below

Protection One expects that the dechne in 1ts customer base will
continue until the efforts it 1s making to generate new accounts and
reduce attntion become more successful than they have been to date.
Unul 1t 15 able to reverse this trend, net losses of customer accounts
will matenally and adversely affect its busmess, financial condition
and results of operanons. For 2003, Protection One$ focus is on
improving returns on mnvested capital by realizing economies of scale
from increasing customer density in the largest urban markets in the
United States It plans to accomplish this by improving customer
retention. See “— Other Information — Monitored Services —
Auntion” below for addinonal mformation

Cost of sales decreased $11.9 mithon due pnmanly to a reduction of
telecommunicauon costs and consohdation of Protection One’s
monitonng functions Operating expenses ncreased $310.4 milkon
due pnmanly to the 2002 impairment charges. Partially offsetting the
Increase n operating expenses was a decline in deprecianon and
amortization expense, which reflects a reduction n customer account
amortization related to the impairment charges and ehrmnation of
goodwill amortization due to the implementation of SFAS No. 142.
Also partially offseting the increase i operating expenses were
reductions n professional fees and outside services because of the
compleuon of system integranon projects and lower legal costs, a
decrease m wage expense because of consohdation efforts, and a
dechine 1n bad debt expense and collection costs

As a result of the decline m gross profi and the increasc 1n operaung
expenses. loss belore interest and taxes increased $292 8 million

Morutored services' total assets decreased approximately $1.2 billion

primanly as a result of the impairment of goodwill and customer
account assets.

200] compared to 2000: Sales decreased $121.3 million due
pnmanly to a decline in’ the monutored services segment’s average
customer base and the disposition of certain operations. The

monitored services segment expenenced a net decline of 272,549 .

customers in 2001. This decrease in customers is attnbutable
prmarily to customer attntion and a decrease of 63,875 customers
due to the disposiion of operations. Addinonally, the number of
Protection One customers declined by 62,443 customers due to the
conversion of accounts to a common billing and monitoring system.
This new system reports number of customer accounts on the basis of
one customer for every location provided service even if Protection
One has separate contracts to provide multiple services at a given
location. Previous systems utilized a number of different billing and
monitoring software programs, some of which would count each
separate contracted service as a separate account regardless of
location

Loss before interest and taxes increased $71 4 milhon due pnmarily
to the decrease in sales. Cost of sales decreased $41.7 million due
pnmarly to the discontinuation of Protection One’ patrol services in
May 2001, consohdation of Protection One customer monitonng
facihues, a reduction of Protection Ones telecommunications
expense, consolidation of monitonng and customer service functions
and the dechne in customer accounts caused by dispositions of
operations and attntion See “— Other Information — Monitored
Services — Autrition” below for addinonal information.

Other

Other includes an approximate 45% interest in ONEOK at December
31, 2002, and other investments mn the aggregate not matenal to our
business or results of operations. Details concermng EBIT
attributable to this segment are as follows'

For the years ended December 31, 2002 2001 ¢« 2000
(in Thousands)

Sales . . e $ 252 $ 1,359 $ 1484

Deprediation and amormauon . . 58 364 2,116

Earnings (losses) before interest and taxes 68,491 23,936 169,211

December 31, 2002 2001 2000
(in Thousands)

Identifiable assets $770,834 $816,919 $664,774

2002 compared to 2001: Sales shown above are from a paging
services business that was sold n the first quarter of 2002. EBIT
increased approximately $44.6 million pnmarily as a result of greater
nvestment earnmgs, which increased $32.8 milhion as a result of the
receipt of a one-ume payment of approximately $14.2 million related
to a parnal recovery of an investment and the $11.1 million write
down 1 2001 of the cost basis to the fair value of certain secuntes
held for nvestment. We also had a $16 3 milhon dechne on the loss
on the exunguishment of debt

2001 compared to 2000: EBIT decreased approximately $145 3 million
due to vanous events aflecting investment earmings i 2001 and 2000
Investment earmings in 2001 included $41 8 mihon of ONEOK
mnvestment income and a $5 3 million gain related 10 the sale of an
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investment These earmings were reduced by an $11.1 milhon wnte
down mn 2001 of the cost bass to the fair value of centain secunies
held for mvestment and other investments. Investment earmngs
in 2000 included $45.3 million of ONEOK mvestment income, a
$91.1 mullion gain from the sale of our mvestment in a gas com-
pression company, a $9.6 million gam related to an investment and a

$24.9 milhon gan from the sale of investments in paging compaiies. * ~

WESTAR ENERGY CONSOLIDATED

The following discussion addresses changes in other items affecting
net income for the years ended December 31, 2002, 2001 and 2000.

interest Expense
2002 compared to 2001 y

Interest expense increased $8.5 million due pnmanly to higher interest
rates. In 2002, we refinanced short-term debt with long-term debt
1ssued at interest rates higher than the interest rate on the short-term
debt. The weighted average interest rate on debt outstanding mcreased
10 6.34% at December 31, 2002 from 3.43% at December 31, 2001.

2001 compared to 2000

Interest expense decreased $20.7 million due to lower interest rates
and lower outstanding debit at Protection One The weighted average
nterest rate on our $500 million revolving credit facility that was
retired with proceeds from the May 10, 2002 and June 6, 2002 debt
refinancings declined to 3.43% at December 31, 2001 from 8 11% at
December 31, 2000.

Income Taxes
2002 compared to 2001

Income taxes decreased $89 3 million m 2002 compared to 2001.
This was due primanly to the increased loss before income taxes and
flow through tax benefits associated with our secunty business. Our
overall effective tax rate changed from a 64.0% benelfit in 2001 to0 a
48.7% benefit m 2002. The change in our effective tax rate was due
primanly to decreased earnings before income taxes and flow through
tax benefits associated with our security busmess, mcluding mmority
interest share of tax benefits and goodwill impairment. Other flow
through tax benefits from dividends received, low ncome housing tax
credits, the amortization of prior years' investment tax credits, tax
reserve adjustment and the tax benefits from corporate owned life
insurance contributed to this change m the effective tax rate.

200! compared to 2000

Income taxes decreased $140.7 milhon mn 2001 compared to 2000.
This was due pnmanly to having a loss before income taxes in 2001
Our overall effecnve tax rate changed from a 33.9% expense in 2000 to
a 64.0% benefit in 2001. The change 1n our effective tax rate was due
pnmanly to having a loss before income taxes i 2001. The tax
benefit from having a loss, combined with flow through net tax
benefits from dividends received, low income housing tax credits, the
amortization of prior years' mnvestment tax credits, the amortization
of non-deducuble goodwill, the effect of state income taxes and the
tax benefits from corporate owned life insurance created this swing in
the effective tax rate
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LIQUIDITY AND CAPITAL RESOURCES
Overview

We beheve we will have sufficient cash to fund future operations of
our business, debt reductions, mcluding the annual $100 million
debt reductions in 2003 and 2004 ordered by the KCC, and the
payment.of dividends, from a combination of cash on hand, cash
flow, proceeds from the sales of our non-unlity and non-core assets
and available borrowings under our revolving credit facility.
Uncertamues affecting our ability to meet these requirements include,
among others, the factors affecting sales descnbed above, economic
condtions, including the impact of inflation on operating expenses,’
regulatory actions, including the KCC orders received in the last
quarter of 2002 and first quarter of 2003, our abihty 1o implement
the Debt Reduction Plan, comphance with future environmental

regulations and the impact of our momtored services’ operations and
financial condition.

As of December 31, 2002, our total outstanding long-term debt was
approximately $3.4 billion, of which approximately $3.0 billion was the
obligation of our utility operations. In addition, as of December 31,
2002, our long-term habilities included $214.5 million related to
outstanding mandatorily redeemable preferred secunties. This large
amount of indebtedness could have a negative impact on, among
other things, our ability to obtain additional financing in the future
for working capital, capital expenditures and general corporate

purposes and our ability to withstand a downturn in our business or
the economy in general.

At December 31, 2002, current matunties of long-term debt increased
$148.8 million from 2001 due primarily to the upcomng matunties
of the Kansas Gas and Electtic Company (KGE) 7.6% first mortgage
bonds that are due December 15, 2003 and the putable/callable notes
due on August 15, 2003. We have irrevocably deposited with the
bond trustee funds sufficient to provide for the future pnnapal and
interest payments on these 7.6% first mortgage bonds.

Capital Resources

We had $123 mllion in cash and cash equivalents at December 31,
2002. We consider cash equivalents to be highly liquid mvestments
with a maturity of three months or less when purchased. At
December 31, 2002, we also had $159 million of restricted cash
classified as a current asset and $35.8 mullion of restricted cash

classified as a long-term asset. The following table details our
restricted cash as of December 31, 2002:

Restricted Cash Restricted Cash
Cutrent Portion Long-term Portion
(in Thousands)

Funds in trust for debt repayments . . . $145,260 $ -
Protection One worker's compensation 2,615 -
Prepaid capaaty and transmission agreement 2,110 30,161
Collateralized letters of credit cee . .. - 3,400
Collateralized surety bonds . . - 2,199
Cash held in escrow as required by certain letters

of credit and various other deposits 9,021 —_

Total $159,006 $35,760
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We had $149 mlhon of available borrowings under our revolving
credut facihity at December 31, 2002

The Debt Reduction Plan provides for a systematc disposal of our
non-utility and non-core assets and, if necessary, a sale of our equty.
The proceeds of these transactions will be used to reduce debt. We
may reduce debt pursuant to terms stated in the debi agreements or
through open market purchases or tender offers. We may engage a
financial adwisor to assist in completing debt repurchases in the most
cost-eflecuve manner

We have regstered debt secuntes for sale with the SEC. As of
December 31, 2002, these included $400 rmilhion of unsecured senior
notes, $500 mulhon of our first mortgage bonds, and $50 million of
KGE first mortgage bonds. Any 1ssuance of debt would require that
we seek KCC approval.

The Westar Energy mortgage prolmbits additional first morigage
bonds from being issued (except in connection with certain
refundings) unless Westar Energys unconsolidated net eamings
available for interest, depreciation and property reurement (which as
defined, does not include earnings or losses attributable to the
ownership of securities of subsidianes), for a penod of 12 consecutive
months withm 15 months preceding the 1ssuance, are not less than
the greater of twice the annual mterest charges on, and 10% of
the pnncipal amount of, all first mortgage bonds outstanding after
giving effect to the proposed 1ssuance. In addition, the issuance of
bonds 1s subject to hmitations based upon the amount of bondable
property additions. As of December 31, 2002, $70.4 mullion
prncipal amount of additional first mortgage bonds could be 1ssued
under the most restricive provisions mn the mortgage, except mn
connection with refundings.

KGE5 mortgage prohibits adchtional first mortgage bonds from being
1ssued (except in connection with certain refundings) unless KGES
net earnings before ncome taxes and before prowvision for retirement
and depreaation of property for a peniod of 12 consecutive months
within 15 months preceding the issuance are not less than either two
and one-half umes the annual nterest charges on, or 10% of the
pnincipal amount of, all KGE first mortgage bonds outstanding after
giving effect to the proposed 1ssuance. In addition, the issuance
of bonds 1s subject to hmitatuons based upon the amount of bond-
able property addinons. As of December 31, 2002, approximately
$302 5 milhon pnncipal amount of additional KGE first mortgage
bonds could be 1ssued under the most restnctive provisions
the mortgage

We may from time to time Issue equity secunties 1n private
transactions and public offenings. We have approximately 11.2 milhon
shares of common stock regstered for sale wath the SEC.

Cash Flows from (used in) Operating Activities

Our pnimary sources of operating cash flows are the operations of our
electric utility and momtored services businesses and dividends from
our ONEOK investment. Cash flows from operating acuviues increased

$154 4 million to $372.7 mulhon n 2002, from $218 3 milhon in
2001. This increase 15 mostly attnbutable to an approximate $131 2
mulhon increase in utihty gross margmn for 2002 compared to 2001.

Cash flows from operating activities decreased $252 5 mullion to
$218.3 million in 2001, from $470 8 milhion 1 2000. This decrease
1s mostly attributable to changes m our working capital. Operating
cash flows in 2001 also decreased due to the continued declnes in
Protection One’s and Protection One Europe’s customer bases, which
reduced our recurnng monthly cash flow stream Operating cash
flows also decreased in 2001 as we purchased additional coal to
restock our inventory from the levels that exasted in December 2000

Cash Flows from (used in) Investing Activities

In general, cash used for investing purposes relates to the growth and
mamtenance of the operations of our electnc utility and monitored
services businesses. The utility business 1s capital intensive and
requures significant investment m plant on an annual basis. We spent
$126.8 mullion in 2002, $227.0 million m 2001 and $285.4 million
m 2000 on net additions to utility property, plant and equipment, .
which included $52 2 milhion in 2001 and $87.7 mulhon in 2000 for
new generation facilities. We did not construct any new generation
faciliies in 2002. The monitored services business also requires
significant capital related to the generation of customer accounts,
Investment n customer accounts amounted to $43.4 million in
2002, $23.1 milhon in 2001 and $45.7 million in 2000.

Investing cash flows were also impacted sigmficantly by dispositions
of monitored services businesses and the sale of marketable
securities. These activities provided cash of $16.8 million 1n 2002,
$50.8 miillion in 2001 and $218 6 million in 2000.

Cash Flows from (used in) Financing Activities

We used $203.6 milhon of net cash flows in 2002 for financing
actvities compared to net cash flows from financing activities of
$22 milhon in 2001, pnmarily due to the debt refinancings
completed dunng 2002 In 2001, an increase m short-term debt was
the pnincipal source of cash flows from financing acuvities, Cash from
financing acuvities was used to fund the retirement of long-term debt,
deposits to the trustee to pronide for repayment of an obligation, the
acquisinon of treasury stock, and the payment of dividends on our
common stock. in 2000, we reduced our indicated annual dividend
from $2.14 per share to $1.20 per share. This reduction, and
continued remvestment of dividends by our shareholders through
the dividend reinvestment program, resulted i a significant
reduction in our net cash dividend requirements.

Future Cash Requirements

The November 8, 2002 KCC order requires us to reduce debt by
$100 million annually in each of the next two years from internally
generated cash flow. While we beheve we can generate this level of
nternally generated cash flow, if we fail to meet this requirement, the
KCC may, among other things, require us to reduce or ehimnate our
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dividend or 1ssue equity secunties In the Debt Reduction Plan, we
anticipate meeting the $100 mullion debt reduction goal.

We have a potential obligation to make a cash payment related to
the call option associated with our putable/callable notes. See “—
Summary of Significant Items — Call Opuon” above for addional
information.

Our business requires significant capital mvestments Through 2005,
we expect we will need cash mostly for ongoing utility construction
and maintenance programs designed to mamntamn and improve
facilities providing electric service We do not anticipate needing
additional generating capacity through 2005.

Caputal expenditures for 2002 and anticipated caputal expenditures
for 2003 through 2005 are as [ollows

Electric Monitored
Ltility Services Total
{in Thousands)
2002 . $126,763 $51,998 $178,761
2003 150,600 35,560 186,160
2004 175,600 36,580 212,180
2005 160,400 40,580 200,380

These estimates are prepared for planming purposes and will be
revised from ume to time as discussed m Note 2 of the Notes to
Consolidated Financial Statements, “Summary of Significant
Accounting Pohcies” Actual expenditures will ciffer from our estimates.

Matunties of long-term debt as of December 31, 2002 are as follows:

Year Principal Amount

(in Thousands)
2003%® $ 316,736
2004 .. 302,132
2005 . 858,964
2006 110,676
2007 755,855
Thereafter 1,030,696

$3,375,059

“includes $135 million tn debt for which funds have been irvevocably deposited with
the bond trustee to provide for repayment of the obligation.

®Inaddi n, we are required to reduce utility debt by at least $100 million annually
1n each of the next two years as ordered by the KCC.

Contractual Obligations and Commercial Commitments

In the course of our business acuvities, we enter mnto a variety of
contractual obhgations and commeraial commitments Some of these
result in direct obligations that are reflected in our consolidated
balance sheets while others are commitments, some firm and some
based on uncertainues, that are not reflected in our underlying
consohdated financial statements The obligations listed below do not
include amounts for on-going needs for which no contractual
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obligations existed as of December 31,2002, and represent only amounts
that we were contractually obhgated 10 meet as of December 31, 2002.
Contractual Cash Obligations

The following table summanzes the projected future cash payments
for our contractual obligations existing at December 31, 2002:

Yotal 2003 2008-2005 2006-2007  Thereafter

Contractual Obligations o
Long-term debt

exduding capttal

leases® .. ... $3,347,703 $310642 $1,148,982 $ 857,383 $1,030,696
Capital feases 30,633 5,581 10,849 10,186 4,017
Restricted cash

deposited with

the trustee for

defeasance™ (135,000) (135,000 ) - - -~
Adjusted

long-term debt 3243336 181,223 1,159,831 867,569 1,034,713 °
Operating leases 692,605 61,484 103,052 140,922 387,147
Fossd fuel . 2076427 177,203 298,281 243705 1,357,238
Nudear fuel . 84,641 18,651 9,746 13,960 42,284
Calf option on

putable/callable

notes . . 62,200 62,200 — - -
Uncondional

purchase

obligations . 32,225 24,475 7,739 " -
Total contractual

obhigations,

induding adjusted

longtemdebt  $6,191,434 $525,236 $1,578,649 $1,266,167 $2,821,382

“See Note 12 of the Notes to Consolidated Financial Statements, “Long-Term Debt.”
Jor mdiidual long-term debt matunties.

®See “— Future Cash Requirements” above for a descniption of funds that have been
wrrevocably deposited with the bond trustee for repayment of debt

“)We have an obligation to reduce debt by $100 mullion annually 1n 2003 and 2004

Long-term debt: Our long-term debt existing as of December 31,
2002 1s debt that has a final matunty of January 1, 2003 or later
(ncluding current matunties of long-term debt) See Note 12 of the
Notes to Consolidated Financial Statements, “Long-Term Debt; for
detailed mformauon.

Capital leases: We maintain capital leases i the ordinary course of
our business activities. These leases primarily include those for
vehicles and equipment. See Note 25 of the Notes to Consolidated
Financial Statements, “Leases,’ for additional mformanon.

Operating leases: We maintain operating leases in the ordinary
course of our business activities. These leases mclude those for office
space, operating facilities, office equipment and operating equipment.
These leases have various terms and expiration dates from 1 to 16
years See Note 25 of the Notes to Consolidated Financial Statements,
“Leases, for additional informanion.
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Fossil fuel: To supply a poruon of the fossil fuel requirements for our
generating plants, we have entered mto vanous commutments to
obtain and dehver coal and for natural gas transportation. Some of
these contracts contain provisions for price escalation and mimimum
purchase commutments. For addutional information, see Note 17 of
the Notes to Consolidated Financial Statements, “Commitments and
Contingencies — Fuel Commitments”

Nuclear fuel: To supply a portion of the fuel requirements for
Wolf Creek, we have entered into various commitments to obtain
nuclear fuel consisting of uranmum concentrates, conversion and
enrichment. See Note 17 of the Notes to Consolidated Financial
Statements, “Commitments and Contingencies — Fuel Commit-
ments; for more details.

Call option on putable/callable notes: For mformation concerning
a potennal liabihty under the call option related to the 1ssuance of
$400 mllion of our putable/callable notes, see Note 14 of the Notes
to Consohdated Financial Statements, “Call Option”

Unconditional purchase obligations: We use purchase obhgations as
part of our ongoing uulity operations and construction program
Protection Ones unconditonal purchase obligabons represent its
contract tarifl for telecommunication services. See Note 17 of the
Notes to Consohdated Financial Statements, “Commitments and
Contingencies — Purchase Orders and Contracts; for additional
mformation.

Commercial Commitments

The following table summanzes our commercial commitments by
date of expiration exisung at December 31, 2002:

Commerdial Commitments Total 2003 2004 -2005 2006-2007 Thereafter
(in Thousands)

Lines of credit . $1000 § — $1,000 $ — § -
Outstanding letters

of credit 9,859 8,509 150 - 1,200
Guarantees . . 1,344 162 352 393 437
Total commergal

commitments $12,203  $8,671 $1,502 $393 $1,637

Lines of credit: Certain banks provide us a revolving credit facility

on a commutted basis totaling $150 muillion. As of December 31,
2002, borrowngs on the revolving credit facility were $1.0 mllion,
leaving $149 mullion remaiming under this facility. In addinon, we
have a commitment to Protection One for a line of credit of up to
$228.4 million. As of March 14, 2003, Protection One had borrowed
$215.5 million under this facility, resulting in an undrawn commit-
ment of $12.9 milhon. This commitment is ehmmated in consolidanon
and is therefore not mcluded in the table above.

Outstanding letters of credit: We obtain letters of credut in the
ordinary course of our operating activities for energy trading, workers
compensation, an arrcraft lease and surety bonds. As of December 31,
2002, we had outstanding letters of credit of $1.2 milhon related to
our power marketing and trading activities and $8 7 mlhion related
to other operating acuvities

Guarantees: In 1998, we 1ssued a inancial guarantee of an obligation
of Onsite Energy Corporauon under which our maximum habaliy

was $1 3 milhon This guarantee was released in the first quarter
of 2003.

Debt Covenants

Our debt financing agreements require, among other restrictions, that
we satisfy certain financial covenants. These debt instruments contain
restnctions based on EBITDA. The defimtion of EBITDA varies
among the vanous indentures. EBITDA is generally derived by
adding to mcome (loss) before mncome taxes, the sum of interest
expense and depreciation and amortization expense. However, under
the varying defimuons of the mdentures, additional adjustments are
required A violauion of these restrictions would result in an event of
default that would allow the lenders to declare all amounts outstand-
mng immediately due and payable. We are in compliance with these
covenants The most restrictive of these covenants in Westar Energy’s
debt instruments are as follows:

m Consolidated Leverage Ratio: Consohdated total debt to earnings
before interest, taxes, depreciation and amortization (EBITDA) for
the most recent four consecutive quarters must be less than 6.00 to
1.00 at December 31, 2002 and 5.75 to 1.00 each quarter thereafter
until June 2005. At December 31, 2002, our ratio was 5.13.

= Consolidated Interest Coverage Ratio: EBITDA to consohdated
mterest expense for the most recent four consecutive quarters must
be greater than 2.00 to 1.00. At December 31, 2002, our rano was 2.54.

» Consolidated Debt to Total Capital Ratio: Consolidated total debt
1o consolidated total capital for the most recent quarter must be less
than 0.65 to 1.00. At December 31, 2002, our rauio was 0.618.

The indentures governing Protection Ones public indebtedness
require 1t to satisfy certain financial covenants in order to borrow
additional funds. At December 31, 2002, Protection One was in
compliance with the covenants under its debt instruments. The most
restnictive of these covenants in Protection One’s debt mstruments are
as follows:

m Total Debt to EBITDA Ratio: Total debt to annuahzed EBITDA for
the most recent quarter must be less than 6 0to 1.0. For the quarter
ended December 31, 2002, the rauo was 4.0 to 1.0.

= EBITDA to Interest Expense Ratio: EBITDA to interest
for the most recent quarter must be greater than 2.25 to 1.0. For the
quarter ended December 31, 2002, the ratio was 3.1 to 1.0.

m Senior Debt to EBITDA Ratio: Senior debt to annualized EBITDA
for the most recent quarter must be less than 4.0 to 1.0. For the
quarter ended December 31, 2002, the ratio was 2.9 to 1.0.

The indentures contain other covenants that impose operational
restrictions on Protection One that are not as burdensome to
Protection One as those hsted above, and none are based on credit
ratings A violation of the indenture covenants would result in an
event of default that would allow the lenders to declare all amounts
outstanding immediately due and payable.

Following a change of control of Protection One, its revolving credit
facility provided by Westar Industnes becomes due 1n full. The
holders of Protection One’s semor subordmated discount notes and
convertible notes have an opuional redemption at approximately
101% of par, and holders of Proteciion One’s senior notes and senor
subordinated notes have an optional redemption‘at 101% of par if a
change in control 1s coupled with two ratings downgrades
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Sale of Accounts Receivable

On July 28, 2000, Westar Energy and KGE entered into an agreement
under which we transfer an undivided percentage ownership interest
in a revolving pool of our accounts receivable ansing from the sale of
electricity to a multi-seller conduit administered by an mdependent
financial institution through the use of a special purpose enuity (SPE).
We account for this transfer as a sale 1n accordance with SFAS No. 140,
“Accounting for Transfers and Servicing of Financial Assets and

t of Liabihties” The agreement was amended on July 25,
2002 and is annually renewable upon agreement by all parties. The
amendment to the agreement extended the term until July 23, 2003
and limited the amount of the accounts receivable we had a right to
sell dunng certain periods to $125 million.

Under the terms of the agreement, Westar Energy and KGE may
transfer accounts receivable to the bankruptcy-remote SPE, and the
conduit must purchase from the SPE an undivided ownership
nterest of up to $125 million m those recewables. The SPE has been
structured to be legally separate from us, but it is wholly owned and
consolidated. The percentage ownership interest in receivables
purchased by the conduit may increase or decrease over time,
depending on the charactenstics of the SPES receivables, including
delinquency rates and debtor concentrations.

Under the terms of the agreement, the conduit pays the SPE the face
amount of the undivided interest at the time of purchase. Subsequent
to the initial purchase, additional mterests are sold and collections
applied by the SPE to the conduit, resulting in an adjustment to the
outstanding conduit interest.

We record admimnistrative expense on the undivided mnterest owned
by the conduit, which was $2.9 million for the year ended 2002,
$5.4 mullion for the year ended 2001 and $3.7 milhon for the year
ended 2000. These expenses are included in other income (expense)
in our consolidated statements of income.

The outstanding balance of SPE receivables was $48.2 milhion at
December 31, 2002 and $43 3 million at December 31, 2001, which
is net of an undivided interest of $110.0 million and $100.0 mullion,

respectively, in receivables sold by the SPE to the conduit. Our

retained interest in the SPES receivables is reported at fair value and1s
subordinate to, and provides credit enhancement for, the conduit
ownership interest in the SPES receivables Our retamed nterest 15
available to the condut to pay any fees or expenses due to the

conduit and to absorb all credit losses incurred on any of the SPES

receivables. The retained mterest is included in accounts receivable,
net, in our consolidated balance sheets.

A termination event will be triggered under the terms of the
agreement if Westar Energy’ credit rating ceases to be at least BB- by
Standard & Poor’s Ratmgs Group (S&P) or if the 1ssuer credit raung for
Westar Energy ceases 1o be at least Ba3 by Moody’s Investors Service
{Moodys). If a termination event were to occur, the administratve
agent would be required to give notice to us at least five business days
pror to a termination of the facility. This notice prowision allows for the
administrative agent to waive the terminahion event by not giving nouice
or, in the event notice 1s given, allows us to repay the facility
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Refinancings

On May 10, 2002, we completed offenings for $365 milhon of our
first mortgage bonds and $400 milhon of our unsecured senior notes,
both of which will be due on May 1, 2007. The first mortgage bonds
bear interest at an annual rate of 7 7/8% and the unsecured senior
notes bear interest at an annual rate of 9 3/4%. Interest on the first
mortgage bonds and unsecured semor notes is payable serm-annually
on May 1 and November 1 of each year. The net proceeds froin these
offerings were used to repay outstanding mdebtedness of $547 milhon
under our exisang secured bank term loan, provide for the repayment
of $100 million of our 7.25% first mortgage bonds due August 15,
2002 together with accrued mterest, reduce the outstanding balance
on our existing secured revolving crednt facihity and pay fees and
expenses of the transactions In conjunction with our May 10, 2002
financing, we amended our secured revolving credit facility to reduce
the total commitment under the facility to $400 million from
$500 million and to release $100 million of our first mortgage bonds
from collateral.

On June 6, 2002, we entered 1nto a secured credit agreement
prowviding for a $585 million term loan and a $150 million revolving
credit facility, each maturing on June 6, 2005, provided that if we
have not refinanced or provided for the payment of our putable/
callable notes due August 15, 2003, or our 6.875% semor unsecured
notes due August 1, 2004, at least 60 days prior to either of the
respective due dates, the maturity date 1s the date 60 days pnor to either
of the respective due dates. All loans under the credit agreement are
secured by KGES first mortgage bonds. The proceeds of the term loan
were used to retire an existing $400 mllion revolving credit facility
with an outstanding principal balance of $380 million, to provide
for the repayment at matunty of $135 milhon principal amount of
KGE first mortgage bonds due December 15, 2003 together with
accrued interest, to repurchase approximately $45 million of our

outstanding unsecured notes and to pay customary fees and expenses
of the transactions.

Interest Rate Swap

Effective October 4, 2001, we entered mto a $500 million interest
rate swap agreement with a term of two years. At that time, the effect
of the swap agreement was to fix the annual interest rate on the term
loan at 6.18%. In June 2002, we refinanced the term loan associated
with this swap, which increased the effective rate of the swap to
6.43%. At December 31, 2002, the variable rate in effect for the term
loan was 4.40%. Changes in the fair value of this cash flow hedge are
due to fluctuations in the vanable mterest rate.

Capital Structure

Our consolidated capital structure at December 31, 2002 and 2001
was as follows:

2002 2001
Shareholders’ equity . . 2% 36%
Preferred stock . . . 1 1
Western Resources obligated mandatonly redeemable
preferred securtties of subsidiary trusts, holding salely
company subordinated debentures . 5 4
Long-term debt, net 72 59

Total 100% 100 %

w
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Dividend Policy

Our board of directors reviews our common stock dividend pohcy
from time to tume Among the factors the board of directors considers
n determining dividend policy are earnings, cash flows, caputal-
1zation ratios, regulation, including the KCC5 order requiring us to
reduce our outstanding debt, compeution and financial loan
covenants. In February 2003, we declared a first-quarter 2003
dividend of $0.19 per share. Our Articles of Incorporation restnct the
payment of dividends or the making of other distnbutions on our
common stock while any preferred shares remain outstanding unless
certain capitalizauion ratios and other conditions are met. See Note 20
of the Notes to Consohdated Financial Statements, “Common Stock,
Preferred Stock and Other Mandatorily Redeemable Securities; for a
description of these provisions We do not expect these restrictions to
have an impact on our ability to pay dividends on our common stock
at the current rate.

Debt Repurchase Plans

Protection One may, from time to tume, purchase its debt and equity
securities in the open market or through negotiated transactions. We
may also purchase our debt. The umng, terms of such purchases and
amount of debt actually purchased will be determined based on KCC
orders, market conditions and other factors.

Equity Issuance Plans
‘We may, from time to ime, issue equity securities.

Credit Ratings

S&P, Moodys and Fitch Investors Service (Fitch) are independent
credit-raung agencies that rate our debt secunties. These ratings
indicate the agencies’ assessment of our ability to pay interest and
principal on our securties

On April 2, 2002, Moody's downgraded 1ts ratings on Protection
One’ outstanding secunties with the outlook remaining negative. On
Apnl 29, 2002, Moody’s confirmed our ratuings with a negative
outlook. On January 29, 2003, Fitch revised our and KGE’s Raung
Watch status from evolving to negative, but on March 11, 2003, Fitch
affirmed 1ts ratings for us and KGE and removed the ratings from
Rating Watch Negauve. Following the filing of the Debt Reduction
Plan with the KCC, S&P affimmed its raungs for us and KGE and
removed all raungs from CreditWatch Negative, changing such
designation to CreditWatch Developing on February 6, 2003.

As of March 14, 2003, ratings with these agencies are as follows:

Westar Protection Protection
Energy Westar MKGE One One
ge
NS MR S e

Rating Debt Rating Debt Unsecured Debt
S&p . . BBB- BB- 8B+ B CCC+
Fitch . cee. BB+ B8- BB+ CCC+ ccc-
Moodys . . . Bal Ba2 Bal Caal Caa3

In general, declines in our credit ratings make debt financing more
costly and more difficult to obtam on terms that are economically
favorable to us Westar Energy and KGE do not have any credit raung
conditions n any of the agreements under which our debt has been
1ssued, except for conditions 1n the agreements governing the sale of
our accounts receivable discussed above

OTHER INFORMATION
Electric Utility
Potential Sale of Utility Assets

On October 14, 2002, we announced an agreement with Midwest
Energy, Inc. (Midwest Energy) for the sale to Midwest Energy of a
portion of our transmission and distribution assets and rights to
provide service to customers in an area of central Kansas. The sale will
affect about 10,000 customers, or about 1.5% of our total customers,

. over 895 square miles. The area, which includes 42 towns, is on the

west edge of our service terntory and is largely surrounded by
Midwest Energy’s existing terntory The proposed sale is contingent
upon approval by the KCC and FERC. KCC hearings have been
scheduled to begin on May 20, 2003 We can give no assurance as to
when or if this transaction will occur. From time to time we may
consider similar transactions.

City of Wichita Franchise

KGEs franchise with the ity of Wichita to provide retail electric
service is effective through December 1, 2003. We are currently
negotiating with the City of Wichita for a long-term franchise
agreement. There can be no assurance that we can successfully
renegouate the franchise with terms similar, or as favorable, as those
m the current franchise. Under Kansas law, KGE will continue to have
the right to serve the customers n Wichuta following the expiration of
the franchise. Customers within the Wichita metropolitan area
account for approximately 21% of our total energy sales volumes.

Network Integration Transmission Service

Effective January 1, 2002, we began taking Network Integration
Transmussion Service under the SPPs Open Access Transmission
Tarifl. This provides a cost-effective way for us to participate in a
broader market of generation resources with the possibility of lower
transmission costs. This tariff provides for a zonal rate structure,
whereby transmission customers pay a pro rata share, in the form of a
reservation charge, for the use of the facihities for each transmission
owner that serves them. As a result, the SPP has operational control
over our transmission system, although we still own our transmission
assets and maintamn responsibility for dispatching, maintenance and
storm restoration. .
Currently, all revenues collected wathin a zone are allocated back to
the transmmission owner serving the zone. Since we are a transmission
provider for our zone and are currently the only transmission
customer taking service from that zone, we are currently being assessed
100% of the zonal costs and receiving all of the costs.back as revenue,
less servicing fees. In 2002, these network integration transmmssion
costs were approximately $65.9 million, and the associated revenues
were approximately $60.1 million, for a net expense of approximately
$5 8 million. The revenues receved are reflected in electnc operatmg
revenues, and the related charges are expensed.

Stranded Costs

Stranded costs for a utihty business are commtments or investments
n, and carrying costs on, property, plant and equipment, and other
regulatory assets that exceed the amount that can be recovered n a
competitive market We currently apply accounung standards that
recognuze the economic effects of rate regulation and record regulatory
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assets and habilites related to our electric uulity operauons 1f we
determine that we no longer meet the cntena of SFAS No. 71, we may
have 2 matenal non-cash charge to eamings Reasons for discontinuing
SFAS No 71 accounting treatment include increasing competition that
restnets our ability to charge prices needed to recover costs already
incurred or a significant change by regulators from a cost-based rate
regulation to another form of rate regulabon. We penodically review
SFAS No. 71 cnteria and believe our net regulatory assets, ncluding
those related to generation, are probable of future recovery. If we
discontinue SFAS No 71 accounting treatment based upon competiive
or other events, such as successful municipalization by areas we serve,
the value of our net regulatory assets and our utility plant mvestments,
particularly Wolf Creek, may be sigmficantly impacted

Regulatory changes could adversely impact our abihty to recover our
investment m these assets. As of December 31, 2002, we have recorded
regulatory assets that are currently subject to recovery in future rates
of approximately $360.3 million Of this amount, $198 9 milhon1sa
receivable for mcome tax benefits previously passed on to customers
The remainder of the regulatory assets are 1tems that may give rise to
stranded costs, including debt issuance costs, deferred employee
benefit costs, deferred plant costs and coal contract settlement costs

In a compeutive environment, we may not be able to fully recover our
enure investment in Wolf Creek. KGE presently owns 47% of Wolf
Creek We may also have stranded costs from an inability to recover
our environmental remediation costs and long-term fuel contract
costs 1n a competitive environment. If we determune that we have
stranded costs and we cannot recover our mvestment in these assets,
our future net utihty income will be lower than our histoncal net
utility income has been unless we compensate for the loss of such
income with other measures.

EPA New Source Review

The Environmental Protection Agency (EPA) 1s conducting an
enforcement mtiatve at a number of coal-fired power plants in an
effort to determine whether modifications at those facihties were
subject to New Source Review requirements or New Source
Performance Standards under the Clean Air Act The EPA has
requested information from us under Section 114(a) of the Clean Air
Act (Section 114). A Section 114 mformation request requires us to
provide responses to specific EPA questions regarding certain projects
and maintenance actvites that the EPA believes may have violated
the New Source Performance Standard and New Source Review
requirements of the Clean Air Act. The EPA contends that power
plants are required to update emission controls at the ume of major
maimntenance or capital activity We beheve that mantenance and
caputal activities performed at our power plants are generally routine
m nature and are typical for the industry. We are complying wth this
information request, but cannot predict the outcome of this
investigation at this ime. Should the EPA determune to take action,
the resulung addiional costs to comply could be material We would
expect to seek recovery through rates of any settlement amounts.

The EPA has intiated civil enforcement actions aganst other
unaffiiated uttlities as part of s miiative Settlement agreements
entered mto 1n connection with some of these actions have provided
for expenditures to be made over extended time penods
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Superfund Sites

In December 1999, we were 1denufied as one of more than 1,000
potentially responsible parties at an EPA Superfund site in Kansas
Cuty, Kansas (Kansas City site). Based upon previous expenence and
the limited nature of our business transactions with the previous
owners of the site, our obhgation, if any, at the Kansas City site is not
expected to have a matenal impact on our financial position or results
of operations.

. Nuclear Decommissioning

Decommissioning is a nuclear industry term for the permanent
shutdown of a nuclear power plant and the removal of radioactive
components in accordance with Nuclear Regulatory Commission
(NRC) requirements. The NRC will terminate a plant} license and
release the property for unrestricted use when a company has
reduced the residual radioactivity of a nuclear plant to a level
mandated by the NRC. The NRC requires companies with nuclear
plants to prepare formal financial plans to fund decommissioning.
These plans are designed so that funds required for decommissioning
will be accumulated prior to the termination of the license of the
related nuclear power plant.

We accrue decommissioning costs over the expected life of the Wolf
Creek generating facility. The accrual is based on estimated
unrecovered decommissioning costs, which consider inflation over
the remaning estmated life of the generating facility and are net of
expected earnings on amounts recovered from customers and
deposited mn an external trust fund.

The KCC reviews our decommussioning fund financial plans in two
phases Phase one is the approval of the decommuissioning study, the
current year dollar amount and the future year dollar amount. Phase
two is the filing of a “funding schedule” by the owner of the nuclear
facihty detailing its plans of how to fund the future year dollar
amount for the pro rata share of the plant.

On February 25, 2002, we filed an apphcation with the KCC to
modify the funding schedule to reflect an assumed life of Wolf Creek
through 2045 (see Note 3 of the Notes to Consolidated Financial
Statements, “Rate Matters and Regulation”). This modification was
granted on March 8, 2002. The filing reflects the current estimate in
1999 dollars of $221 million, but a future estimate in 2045 through
2054 of $1.28 billon. An updated decommissioning and
dismantlement cost estimate was filed with the KCC on August 30,
2002 Costs outlined by this study were developed to decommussion
Wolf Creek following a shutdown. The analyses relied upon the site-
specific, technical information developed in 1999, updated to reflect
current plant conditions and operaung assumptions. Based on this
study, our share of Wolf Creek’s decommussioning costs, under the
immediate dismantlement method, is estimated to be approximately
$220 milhon in 2002 dollars. These costs include decontamination,
dismantling and site restoration and are not inflated, escalated, or
discounted over the period of expenditure We anticipate a KCC
order on the August 2002 decommissioming study in the second
quarter of 2003. The actual decommuissioning costs may vary from
the esumates because of changes n technology and changes i costs
for labor, matenals and equipment '

39
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We will file a funding schedule 1o reflect the KCCs order on the
August 2002 decommissionming study by the end of the second
quarter of 2003 and anucipate 2 KCC order on the funding schedule
mn the third quarter of 2003.

Decommissioning costs are currently bemng charged to operating
expense n accordance with the July 25, 2001 KCC rate order as
modified by the KCCs approval of the March 8, 2002 funding
schedule. Electne rates charged to customers provide for recovery of
these decommissioning costs over the life of Wolf Creek as
determined by the KCC through 2045. The NRC requires that funds
to meet its decomnussioning funding assurance requirement be in
our decommissiomng fund by the ume our license expires n 2025

We beheve that the KCC approved funding level will be sufficient to
meet the NRC mimimum financial assurance requirement However,
our results of operations would be materially adversely affected if we
are not allowed to recover the full amount of the funding requirement

Amounts expensed approximated $3.85 mullion in 2002 and will
remain unchanged through 2044, subject to the August 2002
decommissioning cost review and revised funding schedule to be
filed 1n the second quarter of 2003. These amounts are deposited n
an external trust fund. The average after-tax expected return on trust
assets is 5.56%.

Our mnvestment in the decommssiomng fund 1s recorded at fair
value, including reinvested earnings. It approxamated $63.5 million
at December 31, 2002 and $66.6 mllion at December 31, 2001. The
balance m the trust fund decreased from 2001 to 2002 due to the
decline in the market value of equity secunties held in the trust. Trust
fund earmngs accumulate in the fund balance and increase the
recorded decommssionng hability.

Asset Retirement Obligations

In June 2001, the FASB 1ssued SFAS No. 143, “Accounting for Asset
Retirement Obhgations” SFAS No 143 provides accounting requure-
ments for the recogmiion and measurement of habilities associated
with the retirement of tangible long-lived assets. Under the standard,
these habihihes will be recognized at farr value as incurred and
capitahized and depreciated over the appropriate penod as part of
the cost of the related tangible long-lived assets. The adoption of
SFAS No. 143 will not impact mcome. Any mcome effects are offset
by a regulatory asset created pursuant to SFAS No. 71. Retirement
obligations associated with long-lived assets mncluded within the
scope of SFAS No. 143 are those for which a legal obhgation exsts
under enacted laws, statutes, wntten or oral contracts, including
obligations ansing urider the doctnne of promissory estoppel.

We adopted SFAS No. 143 on January 1, 2003, which required us to
recognize and estimate the liabihty for our 47% share of the estimated
cost 1o decommssion Wolf Creek. SFAS No 143 fequires the
recognition of the present value of the asset retrement obhgation
we mcurred at the time Wolf Creek was placed mto service in 1985.
On January 1, 2003, we recorded an asset reurement obhgation of
$74 7 millon In addion, we increased our property and equipment
balance, net of accumulated depreciation, by $10 7 milhon These
amounts were estimated based on the calculaton guidelines of SFAS
No 143 We also estabhished a regulatory asset for $64 0 milhon,

which represents the accretion of the habihity since 1985 and the
increased depreciation expense associated with the ncrease n plant

Monitored Services
Impairment Charges

Effective January 1, 2002, we adopted SFAS No. 142 and SFAS No. 144.
SFAS No 142 establishes new standards for accounung for goodwll.
SFAS No. 142 continues to require the recognition of goodwill as an
asset, but discontinues amortization of goodwll. In addition, annual
impairment tests must be performed using a fair-value based
approach as opposed to an undiscounted cash flow approach
required under prior standards. The completion of the impairment
tests, based upon a valuation performed by an independent appraisal
firm, as of January 1, 2002, indicated that the carrying values of
goodwnll at Protection One and Protection One Europe had been
impaired and impairment charges were recorded as discussed below.

Another impairment test of Protection One’ goodwill and customer
accounts was completed as of July 1, 2002 (the date selected for
Protection One’s annual impairment test), with the independent
appraisal firm providing the valuation of the estimated fair value of
Protection One} reporting umits, and no impairment was indicated.
Protection One’ stock price declined after regulatory orders were
1ssued (see Note 3 of the Notes to Consolidated Financial Statements,
“Rate Matters and Regulation™), including the KCCs December 23,
2002, order. As a result, Protection One retained the independent
appraisal firm to perform an additional valuauon of Protection Ones
reporting units so it could perform an impairment test as of
December 31, 2002, which resulted 1n the additional impairment
charge discussed below.

SFAS No. 144 established a new approach to determming whether
our customer account asset 1s impaired. The approach no longer
permuts us to evaluate our customer account asset for impairment
based on the net undiscounted cash flow stream obtaned over the
remaining life of goodwll associated with the customer accounts
being evaluated. Rather, the cash flow stream used under SFAS
No 144 is hmited to future estmated undiscounted cash flows from
assets n the asset group, which include customer accounts, the
primary asset of the reporting unit, plus an estimated amount for the
sale of the remaining assets within the asset group (including
goodwll). If the undiscounted cash flow stream from the asset group
15 less than the combined book value of the asset group, then we are
required to mark the customer account asset down to fair value, by
recording an impairment, to the extent fair value is less than our book
value. To the extent net book value 1s less than fair value, no impair-
ment would be recorded.

The new rule substanually reduces the net undiscounted cash flows
for customer account impairment evaluation purposes as compared
to the previous accounting rules. The undiscounted cash flow stream
has been reduced from the 16 year remaining hife of the goodwill to
the nine year remaining hfe of customer accounts for impairment
evaluation purposes. Using these new gmdelines, we determined that
there was an mdication of impairment of the carrying value of the

customer accounts and an 1mpairment charge was recorded as
dhscussed below
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To implement the new standards, an independent appraisal firm was
engaged to help management estimate the fair values of Protecnon
One’ and Protection One Europe’ goodwll and customer accounts.
Based on this analysis, we recorded a charge n the first quarter of
2002 of approximately $749.3 mullion (net of tax benefit and
minority interests), of which $555.4 million was related to goodwnll
and $193.9 million was related to customer accounts

The impairment charge for goodwill recorded in the first quarter of
2002 is reflected in our consolidated statement of income as a
cumulative effect of a change in accounting pnnciple. The impairment
charge for customer accounts is reflected in our consolidated statement
of income as an operanng expense. These impairment charges reduce
the recorded value of these assets to their esimated fair values at
January 1,2002.

Protection One completed an additional impairment test of goodwill
as of December 31, 2002. We recorded an impairment charge of
$79.7 million, net of tax benefit and minority interests, n the fourth
quarter of 2002 to reflect the impairment of all remaining goodwill of
Protection One’s North America segment, which 1s reflected n our
consolidated statement of income as an operating expense.

We solicited and recewved indications of value for Protection One
Europe from potential buyers. These indications of value are within a
range we would be willing to accept. They indicated the recorded
goodwill of Protection One Europe had no value. Accordingly, we
recorded a $36 million impairment charge in the fourth quarter of
2002 to reflect the impairment of all remaining goodwill at Protection
One Europe, which is reflected in our consolidated statement of
income as an operating expense. We are willing to accept offers n the
indicated range due to our ability to use the tax loss on this sale to
offset the taxes that would otherwase be due from our sale of other
mvestments. We will recognize a $58 mullion tax benefit m the first
quarter of 2003 when Protection One Europe 1s classified as a
discontinued operation.

These charges for the year ended December 31, 2002 are detailed as
follows:

Impairment Impairment
of of Customer
Goodwill Accounts Yotal

(in Thousands)
ProtectionOne .. ... .... $719,885 $339974  $1,059,859
Protection One Europe ... 116,154 - 116,154
Total pre-tax imparment . . $ 836,039 $339974 1,176,013
Income tax benefit .... . (203,958)
Minonty interest ..... {107,172)
Netcharge ... ..... .. .. ..... $ 864,883

The investment at cost 1n customer accounts at December 31, 2002
was $1.1 bilhon and at December 31, 2001 was approximately
$14 billion. Accumulated amortization of the investment in customer
accounts at December 31, 2002 was $678 9 milhon and at December 31,
2001 was $614.5 milhon We recorded approxamately $83 3 mihon
of customer account amortization expense during the year ended
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December 31, 2002, $148 0 mullion dunng the same penod of 2001
and $158.7 million dunng the year ended December 31, 2000.
Customer account amortization expense is reduced primarily as a
result of the impairment charge that reduced our customer account
balance. The table below reflects the estimated aggregate customer
account amortization expense for 2003 and each of the four succeed-
g fiscal years.

2003 2004 2005 2006 2007
(in Thousands)

$83,389 $83,282 $66,998 $66,641 $60,320

Estmated amortization expense ..

We are required to perform impairment tests for long-lived assets
prospectively for our monitored services segment as long as it
continues to mncur recurring losses or for other matters that may
negatively impact its businesses. Goodwill will be required to be
tested upon certain triggering events, which include recurring
operating losses, adverse busmess conditions, adverse regulatory
rulmgs, declines in market values and other matters that negatively
impact value. Given the potentally negative implications from the
KCCSs December 23, 2002 order, and the subsequent decline in
Protection One’ stock price, Protection One tested its goodwill for
impairment at December 31, 2002, which resulted in the additional
impairment charge discussed above. 1f future impairment tests for
either goodwill or customer accounts indicate fair value is less than
book value, we will be required to recogmze additional impairment
charges on these assets mn the future. Any such impairment charges
could be material.

Change in Estimate of Customer Life

During the first quarter of 2002, Protection One evaluated the
estimated life and amortization rates for customer accounts, based on
the results of a lifing study performed by a third party appraisal firm
m the first quarter of 2002. The report showed Protection Ones
North Amenca customer pool can expect a declining revenue stream
over the next 30 years with an estmated average remaming life of
9 years. Protection Ones Mulnfamily pool can expect a declining
revenue stream over the next 30 years with an estimated average
remaming life of 10 years. Taking mto account the results of the lifing
study and the mherent expected declining revenue streams for the
North America and Multifamily customer pools, in particular the first
five years, Protection One adjusted the rate of amortization on
customer accounts for its North Amenca and Multifamily customer
pools to better match the rate and period of amortization expense
with the expected dechne in revenues. In the first quarter of 2002,
Protection One changed its amortization rate for its North America
pool to a 10-year 135% declining balance method from a 10-year
130% declimng balance method. For the Multifamily pool, Protection
One will continue to amortize on a straight-line basis utlizing a shorter
nine year life. Protection One accounted for these amortization changes
prospectively beginning January 1, 2002, as a change in estimate.

These changes in estimates increased amortizaton expense for the .

year ended December 31, 2002 by approximately $0.8 milhon, net of
$0.5 million tax.
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Attrition

Customer attrition has a direct impact on the results of our monitored
services operations since 1t affects its revenues, amortization expense
and cash flow. Attntion is defined as a ratio, the numerator of which s
the gross number of lost customer accounts for a given penod, net of
the adjustments described below, and the denommator of which is
the average number of accounts for a given penod. In some instances,
estimates are used to derive attrinon data. Adjustments are made to
lost accounts pnmarily for the net change, exther positive or negative,
n the wholesale base and for accounts that are covered under a
purchase price holdback and are “put” back to the seller. The gross
accounts lost during a period are reduced by the amount of the
guarantee provided for in the purchase agreements with sellers. In
some cases, the amount of the purchase holdback may be less than
actual attrition expenence. Adjustments to lost accounts for purchase
holdbacks is expected to be lower 1n the future because Protection
One is purchasing fewer accounts 1 the types of transactions that
create holdbacks and 1 has extinguished a substanual portion of its
purchase holdback reserve. The gross accounts lost dunng a period
are not reduced by “move m” accounts, which are accounts where a
new customer moves into the premises equipped with a Protection
One security system and vacated by a prnior customer, or “competitive
takeover” accounts, which are accounts where the owner of a prermise
monitored by a competitor requests that we provide monitoring
services.

Actual attrition expenence shows that the relanonship penod with
any individual customer can vary significantly Customers’ service
can be discontinued for a variety of reasons, including relocation,
non-payment, customers’ perception of value and competition. A
portion of the acquired customer base can be expected to discontinue
service every year. Any significant change mn the pattern of histoncal
attnion expenence would have a material effect on our results of
operations from monitored services.

Attnttion is momtored each quarter based on an annualized and
trailing twelve-month basis. This method utihzes the average
customer account base for the apphcable period in measunng
attrition. Therefore, in periods of customer account growth, customer
attntion may be understated and n periods of customer account
dechine, customer attntion may be overstated.

Customer attnition for the years ended December 31, 2002, 2001 and
2000 15 summanzed below.

Customer Account Attrition
December 31,2002  December 31,2001  December 31, 2000
Annualized Trailing Annualized Tralling Annualized Trailing
Fourth Twelve Fourth Twelve Fourth  Twelve

Quarter Month Quarter Month Quarter  Month
Protection One . 119% 112% 185% 155% 152% 142%
Protection One Europe 152% 135% 103% 102% 114% 121%

Our monitored services segment had a net decrease of 62,656
customers from December 31, 2001 to December 31,2002 Attntion
decreased at Protection One in 2002 compared to 2001 for a vanety
of reasons, including

» An aggressive campaign dubbed “Save Our Subscnbers,” designed
10 retain exisling cuslomers

= An emphasis on customer service and attntion reduction by branch
and montonng center personnel

» Legal action taken agamst competitors who 1llegally solicit our
customers.

Related Party Transactions

Below, we describe sigmficant transachons between us and Westar
Industnies and some of our other subsidiaries and related parties.
We have disclosed these sigmficant transactions even 1f they have
been elimmated in the preparation of our consolidated results and
financial position.

ONEOK Shared Services Agreement

We and ONEOK have shared services agreements in which we
provide and bill one another for facilities, utihty field work,
mnformation technology, customer support, meter reading and bill
processing. Payments for these services are based on various hourly
charges, negotiated fees and out-of-pocket expenses.

2002 2001 2000
(n Thousands)
ChargestoONEOK ... $8.357 $8,202 $8463
ChargesfomONEOK . . ....... 3324 3279 3,420
Net recevable from ONEOK,
outstanding at December 31 1,457 1,424 1,205

ONEOK gave us notice of termination effective December 2003 of
this shared services agreement We expect termination of this
agreement will increase our annual costs to provide these services by
approximately $11 milhon to $13 mlhon.

Protection One Shared Services Agreement

We provide adminustrative services to Protection One pursuant to
services agreements, including accounting, tax, audit, human
resources, legal, purchasmg, facilities and technology services Fees
for these services are based upon various hourly charges, negotiated
fees and out-of-pocket expenses Protection One incurred charges of
$3.9 million in 2002, $8.1 milhon in 2001 and $7.3 million in 2000.
These mntercompany charges have been eliminated in consolidation.

Westar Energy and Protection One have entered mto an amended
service agreement that stipulates that if Westar Energy sells its mterest
n Protection One, Westar Energy and Protection One will negouate,
in good-faith, the terms and conditions for continuation of the
services during an agreed-upon transition period. This agreement is
subject to KCC approval, which has not yet been received.

Transactions Between Westar Industries and Subsidiaries
Protection One Credit Facility

Westar Industries is the lender under Protection One’ senior credit
facility. The seruor credut facihty was amended to increase the capacity
from $155 million to $280 mullion dunng the year ended December 31,
2002 On August 26, 2002, the senior credut facility was further
amended to extend the maturity date to January 5, 2004. On March 11,
2003, the KCC limited the amount of the credt facihty to $228.4 million,
authonzed us to fund the facility and extend the term of the facility to
January 5, 2005 and required the facility to be pad in full and
terminated upon the disposition of all or pan of our nvestment in
Protection One We are in discusstons with Protection One about the
extension of the facihty and we intend to renew the facihty through
January 5, 2005, should such renewal be necessary 1o provide
‘Protection One with conunued hquidity For further information, see
Note 34 of the Notes to Consohdated Financial Statements,
“Subsequent Events”
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As of December 31, 2002, $215 5 million was drawn under the
fachty The remaming availabihty under thus facility as of December 31,
2002 was $64.5 million At March 14, 2003, Protection One had
outstanding borrowings of $215.5 rmilkon and $12.9 rullon of remain-
ing capacity. Amounts outstanding, accrued mterest and facihty fees
have been ehminated in our consolidated financial statements.

Purchases of Securities

Westar Industries, Protection One and we have purchased our and
Protection One debt secunties and preferred stock n the open
market. These repurchases have been accounted for as retirements on
a consohidated bass. The table below summanzes these transactions
for the years ended December 31, 2002, 2001 and 2000.

December 31, 2002 2001 2000
(in Thousands)
Westar Energy :
Bonds
Facevalue ..... . $333,082 $30,140 $ -
Ganonpurchase . . . 13,514 1,395 -
Loss on mark to market
at retirement® 16,835 —_ -
Tax (benefit) expense (1,321) 555 -
Total (loss) gain, netof tax . $ (2,000) $ 840 S —
Mandatonly redeemable
preferred secunties:
Facevalue ... . . § 5495 f — $ -
Gam on purchase . 1,780 - -
Taxexpense .... . 708 —_ -
Total gain, net of tax . . $ 1,072 § - $ -
Preferred stock” :
facevalue .. .. ... .. $ 2,500 § 921 ) -
Gam on purchase . . 991 389 -
Taxexpense ... ... . . 394 155 —
Total gan, netof tax ... .. $ 597 $ 234 $ —_
Protection One
Bonds
Facevalue®™® . . .| $119,510 $90,204 $ 200,489
Gawn on purchase . 19,832 34,332 75,755
Taxexpense .. . .... 6,941 12,016 26,514
Total gamn, netoftax . . $ 12,89 $22,316 $ 49241

“Represents the fair value of a call option assoaated with our putable/callable notes
(see Note 14 of the Hotes to Consolidated Financwal Statements, “Call Option”).

®1n 2001, $37.9 millon of these bonds were purchased by Westar Industnes and
$27.6 million of these were transferved to Protection One in exchange for cash

“1n 2000, $170.0 millon of these bonds were purchased by Westar Industnes and
$103.9 mulhon of these were transferred to Protection One in exchange for cash and
the settlement of certain intercompany payables and recewvables

See Note 26 of the Notes to Consolidated Financial Statements, “Gain
on Debt Retirements; for information about a change in accounting
treatment that requires that gains and losses ansing from the
purchases and sales of these secunties be recorded as other income
rather than as an extraordmnary item See Note 34 of the Notes to
Consohdated Financial Statements, “Subsequent Events — Purchase
of Stock from Protection One™ and “Subsequent Events — Purchases
of Debt Secunues;” for information regarding purchases of secunties
that have occurred dunng 2003
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Tax Sharing Agreement

We have a tax shanng agreement with Protecnon One. This pro rata
tax shanng agreement allows Protection One to be rexmbursed for
current tax benefits utilized in our consolidated tax return. We and
Protection One are eligible to file on a consolidated basis for tax
purposes so long as we maintain an 80% ownership interest in
Protection One. We reimbursed Protection One $13.5 million for tax
year 2001 and $7.4 million for tax year 2000, On March 11, 2003,
the KCC issued an order that allows us to make a cash payment to
Protection One of approxamately $20 million for tax year 2002.

Financial Advisory Services

Protection One entered into an agreement pursuant to which it paid a
quarterly fee to Westar Industries for financial advisory services equal
t0 0.125% of its consohdated total assets at the end of each quarter.
This agreement was approved by the independent members of
Protection Ones board of directors Protection ‘One mncurred
approximately $3.6 mullion of such fees during the year ended
December 31, 2002. These amounts have been ehminated in our
consolidated financial statements. This agreement was terminated
effective September 30, 2002.

Loans to Officers

During 2001 and 2002, we extended loans to our officers for the
purpose of purchasing shares of our common stock. The officers are
personally hiable for the repayment of the loans, which are unsecured

and bear interest, payable quarterly, at a vanable rate equal to our -

short-term borrowing rate. The loans mature on December 4, 2004.
The aggregate balance outstanding at December 31, 2002 was
approximately $1.8 million, which 1s classified as a reduction to
shareholders’ equity in the accompanying consolidated balance
sheets For the year ended December 31, 2002, we recorded approx-
mmately $97,000 in interest income on these loans No additional
loans will be made as a result of federal legislation that became
effective July 30, 2002.

Transactions Between Westar Energy and KGE

We perform KGES cash management funcuon, including cash
receipts and disbursements. An intercompany account is used to
record net receipts and disbursements between us and KGE. KGE5
net amount payable from affiliates approxamated $24.1 million at
December 31, 2002, and the net amount receivable from affihates
approximated $17.3 million at December 31, 2001. These inter-
company charges have been ehminated in consohdation.

We provide all employees utilized by KGE We allocate certain
operating expenses to KGE. These expenses are allocated, depending
on the nature of the expense, based on allocation studies, net
investment, number of customers, and/or other appmpnate factors.

We believe such allocation procedures are reasonable.

Transactions with Protection One

During the fourth quarter of 2001, KGE entered mto an option
agreement to sell an office building located 1n downtown Wichuta,
Kansas, to Protection One for approximately $0.5 mullion The sales
pnice was determimed by management based on three mdependent
appraisers’ findings This transaction was completed during June
2002 We recogmized a loss of $2 6 milhon on this transaction and we
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expected to realize annual operating cost savings of approximately
$0.9 mllion. The cost savings will be treated as a regulatory hability
in accordance with a March 26, 2002, KCC order. For the year ended
December 31, 2002, we recorded $0.5 milhon n cost savings as a
regulatory habihty.

Protection One Europe

On February 29, 2000, Westar Industries purchased the European
operations of Protecuon One, and certain investments held by a
subsidiary of Protection One, for an aggregate purchase prce of
$244 million. Westar Industries paid approximately $183 mlhon
cash and transferred Protection One debt secunties with a market
value of approximately $61 million to Protection One Cash proceeds
from the transaction were used to reduce the outstanding balance
owed to Westar Industries on Protection One’s revolving credit
facility. No gain or loss was recorded on this intercompany
transaction and the net book value of the assets was unaffected.

Hedging Actlvity

We use financial and physical mstruments to hedge a portion of our
anticipated fossil fuel needs. At the time we enter mto these
transactions, we are unable to determine what the value will be when
the agreements are actually settled.

In an effort to mitigate fuel commodity price market nsk, we use
hedging arrangements to reduce our exposure to increased coal,
natural gas and oil pnces. Our future exposure to changes in fossil
fuel pnices will be dependent upon the market prices and the extent
and effectiveness of any hedging arrangements mto which we enter.

See Note 6 of the Notes to Consolidated Financial Statements,
“Fmancaial Instruments, Energy Trading and Risk Management —
Derivative Instruments and Hedge Accounting— Hedgmng Activites;’
for detailed information regarding hedging relationships and an
Interest rate swap we entered mnto during the third quarter of 2001.

ITEM 7A. QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

Market Price Risks

Our hedging and trading activities involve risks, including
commodity price risk, equity price risk, mterest rate risk and credit
risk. Commodity price nisk 1s the nsk that changes in commodity
prices may impact the price at which we are able to buy and sell
electncity and purchase fuels for our generaung units. These
commodities have experienced pnce volatility in the past and can be
expected to do so in the future. This volatility may increase or
decrease future earmngs.

Equity price risk is the risk we may be exposed to based on changes
mn the market value of our equity secunties.

Interest rate nsk is the risk of loss associated with movements n
market mterest rates. Durng 2002, we used an interest rate swap to

manage our exposure to variable interest rates. The swap converted
$500 mulhion of vanable rate debt to a fixed rate In the future, we may

continue to use swaps or Olhe!‘ ﬁnancxal mstruments to manage
wnterest rate nsk.

Credit nsk 15 the nsk of loss resulting from non-performance by a
counterparty of its contractual obligations. We have exposure to
credit nsk and counterparty default through our retail, power
marketing and trading activities. We maintain credit policies
mntended to reduce overall credit nsk and actively monitor these
pohcies to reflect changes and scope of operations. We employ |
additional credit risk control mechanisms when appropriate, such as
letters of credit, parental guarantees and standardized master netting
agreements from counterparties that allow for some of the offsetting
of posiive and negative exposures. Credit exposure is monitored
and, when necessary, the activity with a specific counterparty is
hmited unnl credit enhancement 1s provided. Results actually
achieved from hedging and trading acuvities'could vary matenally
from mntended results and could matenally affect our financial results
depending on the success of our credit nsk management efforts.

Commodity Price Exposure

We engage m both financial and physical trading to manage our
commodity price risk. We trade electnaty, coal, natural gas and oil

We use a vanety of financial mstruments, including forward contracts,
options and swaps and trade energy commodity contracts daily. We
also use hedging techmques to manage overall fuel expenditures. We

procure physical product under fixed price agreements and spot
market transactions.

We are mvolved in trading acuvities primarily to reduce risk from
market fluctuations, capitalize on our market knowledge and enhance

_ system reliability Net open positions exst, or are established, due to

the ongmation of new transactions and our assessment of, and
response to, changing market condiions. To the extent we have open
positions, we are exposed to the nsk that changing market prices
could have a material, adverse impact on our financial position or
results of operations

We manage and measure the market price nsk exposure of our
trading portfolio using a variance/covariance value-at-risk (VaR)
model. VaR measures the predicted worst-case loss at a specific
confidence level over a specified period of time. In addition to VaR,
we employ additional risk control processes such as stress testing,

daly loss limits, and commodity posiion limits. We expect to use the
same VaR model and control processes in 2003. '

The use of the VaR method requires a number of key assumptions,
including the selection of a confidence level for losses and the
estimated holding period. We express VaR as a potential dollar loss
based on a 95% confidence level using a one-day holding period. The
calculation mcludes denvative commodity mstruments used for both

trading and risk management purposes. The VaR amounts for 2002
and 2001 were as follows:

2002 2001
(in Thousands)

High ' $1,857 $5.314

Low ' 150 170

Average ) 782 2,422
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We have considered a number of nsks and costs associated with the
future contractual commutments mcluded n our energy portfoho.
These nsks include credit risks associated with the financial
condition of counterparties, product location (basis) differenuals and
other risks. Declines in the credit-worthmess of our counterparties
could have a matenal adverse impact on our overall exposure to
credit risk. We maintain credit policies with regard to our counter-
parties that, in management’ view, reduce overall credit risk. There
can be no assurance that the employment of VaR, or other risk
management tools we employ, will elimmate the risk of loss.

We are also exposed to commodity price changes outside of trading
activities. We use denvatives for non-trading purposes and a mix of
vanous fuel types primarily to reduce exposure relauve to the
volatllity of market and commodity prices. The wholesale power
market is extremely volatile in price and supply. This volatility
mpacts our costs of power purchased and our participation n power
trades. If we were unable to generate an adequate supply of electricity
for our native load customers, we would purchase power in the
wholesale market to the extent it 1s available or economically feasible
to do so and/or implement curtailment or mterruption procedures as
allowed for n our tanfls and terms and conditions of service. To the
extent open positions exist in our power marketing portfolio, we are
exposed to changing market prices that may adversely impact our
financial position and results of operations The increased expenses
or loss of revenues associated with this could be matenal and adverse
to our consolidated results of operations and financial condiuon.

' From 2001 to 2002, we experienced a 10% decrease mn the average

pnce per MWh of electncity purchased for unhty operations.
Purchased power market volatility could be greater than the average
pnice decrease indicates. If we were to have a 10% increase n our
purchased power price from 2002 to 2003, given the amount of
power purchased for utihty operations dunng 2002, we would have
exposure of approximately $3.5 million of operatng income Due to
the volatihty of the power market, past prnices cannot be used to predict
future prices

We use a mix of vanous fossil fuel types, mcluding coal, natural gas
and oil, to operate our system, which helps lessen our risk associated
with any one fuel type A sigmficant portion of our coal requirements
are under long-term contract, which removes most of the prce risk
associated with this commodity type. Duning 2002, we experienced
an approximate 2% ncrease, or $0 056 per MMBtu, in our average
cost for natural gas purchased for utility operanons. We decreased
our gas usage by 1.9 milhon MMBtu compared to the amount burned
in 2001. Due to the volanhty of natural gas prices, we have begun to
increasingly utilize our abihty to switch to lower cost fuel types as the
market allows. We expect that exposure to natural gas pnice changes
will not be matenal in 2003 due to our natural gas hedge that has
fixed the price of our gas through July 2004

We use uranium to fuel our nuclear generating station and have on
hand or under contract 100% of Wolf Creeks uranium, uramum
conversion and uranium ennchment needs for 2003 We have on
hand or under contract 76% of the uranijum and uramum conversion
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and 80% of the uranium enrichment required for operation of Wolf
Creek through March 2008. The balance is expected to be obtained
through spot market and contract purchases, which means we will be
exposed to the price nsk associated with these components.

Additional factors that affect our commodity price exposure are the
quantity and availability of fuel used for generation and the quantity
of electricity customers will consume. Quantities of fossil fuel used
for generation could vary dramatically from year to year based on the
mndividual fuel' availability, price, deliverability, umt outages and
nuclear refueling. Our customers’ electricity usage could also vary
dramatically year to year based on the weather or other factors.

Interest Rate Exposure

We had approximately $523.4 million of vanable rate debt and
current maturities of fixed rate debt as of December 31, 2002. A
100 basis point change in each debt series' benchmark rate, used to
set the rate for such series would impact net income on an annualized
basis by approximately $2.5 million after tax.

Under SFAS No. 133, we are required to mark to market changes in
the anucipated amount of the liability related to the portion of the
$400 million in notes that have been retired so that our consolidated

balance sheet reflects the current fair value of the free standing

poruon of the call option as discussed in Note 14 of the Notes to
Consohdated Financial Statements, “Call Option.” The amount of our
habihty wall mcrease or decrease approximately $5 million for every
10-basis point change 1n the 10-year forward treasury rate. Related
to the call option, for the year ended December 31, 2002, we
recorded a non-cash mark-to-market charge of $23.7 million, net of
$15.7 million tax benefit, to reflect the fair value of the call option
associated with the retired notes. We intend to repurchase or provide
for the repayment of all or a portion of these notes on or prior to
June 15, 2003. Any repurchase of these notes will require us to mark
to market additional amounts of the call option. We cannot predict
changes in the market value of the call option and therefore cannot
estimate amounts of future mark-to-market non-cash charges
associated with the call option or the impact on our earnings.

Foreign Currency Exchange Rates

‘We have foreign operations with functional currencies other than the
U.S. dollar. As of December 31, 2002, the unrealized loss on currency
translation was approximately $2.5 million pretax. A 10% change in
the currency exchange rates would not have a material effect on other
comprehensive income.

Equity Price Risk

During 2002, we were not substantially exposed to equity price risk.
As discussed in Note 4 of the Notes to Consolidated Financial
Statements, “Changes in ONEOK Ownership;” we sold a substantial
portion of our equity investment in ONEOK. During 2003, we will
account for our ONEOK common stock investment as an available-
for-sale security under SFAS No. 115, “Accouhtmg for Certain

Investments i Debt and Equity Secunties” and mark to market its
fair value through other comprehensive income.
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Topeka, Kansas

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareholders of
Westar Energy, Inc. '

We have audited the accompanying consolidated balance sheets of Westar Energy,
Inc. and subsidiaries (the Company) as of December 31, 2002 and 2001, and the
related consolidated statements of income (loss), comprehensive income (loss),
shareholders’ equity, and cash flows for each of the three years in the period ended
December 31, 2002. These financial statements are the responsibility of the
Companys management. Our responsibility is to express an opinion on the
financial statements based on our audits.

We conducted our audits n accordance with auditing standards generally
accepted n the United States of Amenca Those standards require that we plan
and perform the audit to obtan reasonable assurance about whether the financial
statements are free of matenal misstatement. An audit mncludes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and
sigmficant esimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable
basis for our opimon

In our opinion, such consolidated financial statements present fairly, in all
material respects, the financial position of the Company as of December 31, 2002
and 2001, and the results of its operations and s cash llows for each of the three
years n the period ended December 31, 2002, in -conformity with accounting
principles generally accepted n the United States of America.

As discussed in Note 23 to the financial statements, on January 1, 2002, the
Company adopted Statement of Financial Accounting Standards No. 142,
Accounting for Goodwill and Other Intangible Assets and Statement of Financial
Accounting Standards No. 144, Accounting for the Impairment or Disposal of Long-
Lived Assets. As discussed in Note 2 to the financial statements, on January 1, 2001
the Company adopted Statement of Financial Accounting Standards No. 133,
Accounting for Denvative Instruments and Hedging Actwities, as amended. As
discussed in Note 2 to the financial statements, on January 1, 2000, the Company
adopted Staff Accounting Bulletin 101, Revenue Recognition

DELOITTE & TOUCHE LLP

Kansas City, Missouri
Apnl 11,2003
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WESTAR ENERGY, INC. CONSOLIDATED BALANCE SHEETS
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As of December 31, 2002 2001
(Dollars i Thousands)
ASSETS
CURRENT ASSETS:
Cashand cashequwvalemts . ..... . . . .. ... . ... ... $ 123,006 $ 96,388
Restncted cash ...... e . 159,006 15,495
Accounts receivable,net . ....... e e e e 94,747 06,824
Inventones and supphes ... .... . . .. C e 152,392 145,000
Energy trading contracts . 44,175 71,421.
Deferred tax assets  ....... .. ... —_— 23,284
Prepaid expenses and other . ... ... cee e 45,069 55,557
Assets of discontinued operations . ....... ... — 22938
Total Current Assets . e e e e e 618,395 526,907
PROPERTY, PLANT AND EQUIPMENT NET. . ... ... 3,995,371 4,070,988
OTHERASSETS:
Restnaedcash .. ......... ... ... .. e e e s e e 35,760 38,515
Investment inONEOK .... ... ....... ..... B N 703315 695,744
Customer accounts, net . . ee e e 378,857 786,839
Goodwill,net . ..... e e e e e e 41,847 879,926
Regulatory assets . ..... ... .. 360,347 358,025
Energy trading contracts e e e e . 17,179 15,247
Other (NOTE2) . ..... .. . ....... e e . 292,028 260,961
Total OtherAssets ... ... = ...... . . .. e e e e e 1,829,333 3,035,257
TOTALASSETS . e e $6,443,099 $7,633,152
LIABILITIES AND SHAREHOLDERS’ EQUITY :
CURRENT LIABILITIES:
Current matunues of long-termdebt . . . . . .. $ 316,736 $ 167,895
Short-term debt e e ey . 2,763 222,300
Accountspayable . ... . .. .. . .. ..... . C e e " 95,936 122,968
Accrued habihues .... . . . .. e e . e e e 216,357 216,017
Accrued mcome taxes 17,221 35,048
Deferred secunty revenues . e 44,562 46,519
Energy trading contracts 43,370 67,859
Deferred tax habilwty 2,998 —
Other. . . ... . . ... ... . e e e e 64,770 24,571
Luabilties of discontinued operanons ...... _— 1364
Total Current Liabilities 804,713 904,541
LONG-TERM LIABILITIES:
Long-termdebt,met .. . .. ........ col il el aee L.l e e 3,058,323 2,999,188
Western Resources obhgated mandatonly redeemable preferred secunnes
of subsichary trusts, holding solely company subordinated debentures 214,505 220,000
Deferred mmcome taxes and mnvestment taxcredts ... .. .. . . . .. . ..... ... 811,879 1,020,993
Minonty interests . .. e eeare e s s ee e e e e deneeenes 55,894 166,850
Deferred gamn from sale-laseback ................. 162,638 174,466
Energy trading contracts . . ce e e e o 8,341 16,500
Other . . e e s e e e e . 348,684 286,553
Total Long-Term Laabilites .- ........... ... .. . . .. . ... L. ... 4,660,264 4,884,550
COMMITMENTS AND CONTINGENCIES (NOTE 17)
SHAREHOLDERS’ EQUITY:
Cumulative preferred stock, par value $100 per share; authonzed 600,000 shares;
1ssued 248,576 shares, outstanding 214,363 shares and 239,364 shares, respectively . 21,436 23936
Common stock, par value $5 per share; authorized 150,000,000 shares,
1ssued 72,840,217 shares and 86,205,417 shares, re.specnvely 364,201 431,027
Paid-1n capital . 825,744 1,196,763
Unearned compensation (14,742) (21,920)
Loans to officers (1,832) (1,973)
Retained earmings {accumulated deficit) (185,961) 606.502
Treasury stock at cost, 1,333,264 and 15,097 987 shares, respectively (18,704) (364,901)
Accumulated other comprehensive loss, net (12,020) (25,373)
Total Sharenolders Equuty 978,122 1.844.061
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $6,443,099 $7.633,152

The accompanying notes are an integial part of thesc consohdated financial statements
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WESTAR ENERGY, INC. CONSOLIDATED STATEMENTS OF INCOME (LOSS)

Year Ended December 31, 2002 2001 2000
(Dollars in Thousands, Except Per Share Amounts)
SALES:
Energy . .. $1,422,899 $1,307,177 $1,359,522
Monitored Services . 348,219 409,689 531,068
Total Sales . 1,771,118 1,716,866 1,890,590
COST OF SALES:
Energy . ce e 378,628 394,076 380,407
Monitored Services ... ... 128,194 140,307 182,013
Total Cost of Sales 506,822 534,383 © 562,420
GROSS PROFIT . .. . 1,264,296 1,182,483 1,328,170
OPERATING EXPENSES: . )
Operating and mantenance . .. .... .. . 380,050 349,231 337,329
Depreciation and amortization . .. 269,918 410,653 423,252
Selling, general and admimstrauve .. .. 361,053 T 332,790 341,428
Loss on disposiuons of momntored services operauons . —_ 13,056 —
Merger costs . e eeeeae eas . -— 8,693 —
Loss on 1mpam'nem of customer accounts 338,104 —_ —
Loss on impairment of goodwall . . . . . . 139,987 — —
Total Operaung Expenses . 1,489,112 1,114,423 . 1,102,009
INCOME (LOSS) FROM OPERATIONS (224,816) 68,060 226,161
OTHER INCOME (EXPENSE):
Investment earmings . 77,856 53,937 193,712
Gain on exungwshment of debl 18,292 - 35,727 75,755
Impairment of mvestments . —_ (11,075) _—
MINOTILY INLETESIS .. ovvv envenesn oo oo 0 4 e eaiaan 110,234 11,621 8,625
Other . ... .. « veven. C e e (35,930) (4,351) (9,390)
Total Other Income (Fxpense) ..... 170,452 85,859 268,702
INTEREST EXPENSE: .
Interest expense on long-term debt . . 229,529 220,172 218,338
Interest expense on short-term debt and other 39,754 40,623 63,149
Total Interest Expense . 269,283 260,795 281,487
EARNINGS (LOSS) BEFORE INCOME TAXES (323,647) (106,876) 213,376
Income tax expense (benefit) . . . . . (157,605) (68,344) 72,349
NET INCOME (LOSS) FROM CONTINUING OPERATIONS
BEFOREACCOUNTINGCHANGE .. . . ....... . ........ (166,042) (38,532) 141,027
Discontinued operations, net of tax of $823, $40 and $226, respecnvely C(3,242) (1,038) , (736)
Cumulative effects of accounting changes, net of tax .
Conunuing operations, net of tax of $72,335, $12,347, and $1,097 rspectwely (621,434) 18,694 (3,810)
Discontinued operations e e (2,283) —_ C—
Total cumulative effects of accounung changs. net of tax (623,717) 18,694 (3,810)
NET INCOME (LOSS) . .. e e e . . (793,001) (20,876) 136,481
Preferred dividends, net of gam on reacqmred preferred slock ..... 399 895 1,129
EARNINGS (LOSS) AVAILABLE FOR COMMON STOCK $ (793,400) $ (21,771) $ 135,352
Average common shares outstanding .. ... . . ... . Lo L el 71,731,580 70,649,969 . 68,962,245
BASIC AND DILUTED EARNINGS PER AVERAGE
COMMON SHARE OUTSTANDING (SEE NOTE 2):
Basic earnings (losses) available from continuing
operations before accounting changes $ (2.32) $ (0 56) 3 203
Disconunued operations, net of tax (0.04) (002) (oo1)
Accounuing changes, net of tax (8.70) 027 (0 06)
Basic earmings (losses) available $ (11.06) $ (031) $ 196
Diluted earnings (losses) available from conunwing o
operations before accounting changes $ (2.32) $  (056) g 201
Disconunued operations, net of 1ax (0.04) (002) (oon
Accounting changes, net of 1ax (8.70) 027 (005)
Diluted earnings (losses) available $ (11.06) $ (031) $ 195
DIVIDENDS DECLARED PER COMMON SHARE $ 1.20 $ 120 $ 1435

The accompanying notes are an ntegral part of these consohdated financial statements
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WESTAR ENERGY, INC. CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

2002 WESTAR ENERGY

Year Ended December 31, 2002 2001 2000
(Dollars i Thousands)
NET INCOME (LOSS) . $(793,001) $(20,876) $136,481
OTHER COMPREHENSIVE INCOME (LOSS), BEFORE TAX:
Unreahzed holding gains (losses) on marketable
secunties ansmg dunng the penod . ... .. $ — $ (592) $ 43,174
Reclassificanion adjustment for losses (gamns)
included in net income .. ... e e e . — —_ 3,336 2,744 (114,948) (71,774)
Unrealized holding gams (losses) on cash flow hedges
ansing dunng the penod . .. R 19,465 (31,735) —_
Reclassification adjustment for losses
included m net ncome ... . .. 1,992 21,457 2,551 (29,184) _— —
Minimum pension hability adjustment . (1,341) (6,712) —
Foreign currency translation adjustments 1,964 2,568 (6,364)
Other comprehensive income (loss), before tax . 22,080 (30,584) (78,138)
Income tax benefit (expense) related to items
of other comprehensive mncome . ' (8,727) 13,615 31,946
Other comprehensive gain (loss), net of tax 13,353 (16,969) (46,192)
COMPREHENSIVE INCOME (LOSS) $(779,648) $(37,845) $ 90,289

The accompanying notes are an ntegral part of these consolidated financial statements.
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WESTAR ENERGY, INC. CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31, 2002 2001 2000
(Dollars in Thousands)
CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES: .
Net income (loss) ..... $ (793,001) $ (20,876) $ 136,481
Adjustments to reconcile nel mncome (loss) to net cash
provided by operating activiuies:
Disconunued operations . . . " 3,242 1,038 736
Cumulauve effect of accounting change 623,717 (18,694) 3.810
Depreciation and amortization . 269,918 410,653 423,252
Amoruzation of deferred gan from sale-leaseback (11,828) . (11,828) (11,828)
Amortizauon of non-cash stock compensanon
and deferred customer acquisition costs 32,749 19,703 27,592
Net changes n energy trading assets and liabilities 20,229 10,683 (7,291)
Gam on extingumishment of debt . (18,292) (35.727) (75,755)
Net changes n fair value of call option . 22,609 — —_
Equity in earmings from mvestments . (9,670) 4.721) (11,220)
Loss on dispositions of monitored semces operanons - 13,056 . —
Loss on mmpatrment of customer accounts 338,104 — —
Loss on impairment of goodwall 139,987 — —_
Impairment on investments . - 11,075 —
(Gam) loss on sale of marketable secuniies - 1,861 (114,948)
Loss on sale of property 1,424 - —
~J Minonty interests . e e e e (110,234) (11,621) (8,625)
() Gain on sale of mvestmems . — - (9.562)
o Accrenion of discount note mterest (414) (2,247) (2,725)
c Netdeferredtaxes . . . . .... ...... (114,387) (17,920) (2,371)
g Deferred merger costs . —_ 8,693 —_
N Changes in working captal items, net of acqmsmons and dlsposmons
= Restnctedcash . ... .. .. . (8,511) (4,579) (3,944)
< Accounts recewvable, net (4,828) 31,045 87,557
L) Inventones and supphes . . .. (7,392) (45,530) 12,364
o Prepaid expenses and other .. . 15,338 (18,698) (12,882)
it Accounts payable (27,032) (23,980) 22,136
Accrued and other current habulities . (12,403) (21,312) (1149)
™ Accrued income taxes (17,827) (18,511) 13,231
Deferred secunty revenues (574) (9,631) (2,629)
Changes 1n other assets and habilies 41,823 (23,634) 7,507
Cash flows from operating activities . 372,747 218,298 470,772
CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES: .
. Additions to property, plant and equipment ..... ... . (135,370) (235,047) (307,429)
3 Proceeds from sale of property e . 1,205 —_— —
Customer account acquisitions .. ...... . (43,391) (23,084) (33,960)
Securnty alarm momtoring acquisiuons, net of cash acquued - — (11,748)
Proceeds from sale of marketable securities R — 2,829 218,609
Proceeds from dispositions of monitored services .
operations and sale of customer accounts . . 16,758 47,974 —_
Proceeds from other investments, net . ........ .... . 16,320 52,223 47,832
Cash flows used in investing acuvites e . '(144,478) (155,105) (86,696)
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES: .
Short-termdebt,met . . . .. ... . . . . . ... .a.. (219,537) 187,300 (670,421)
Proceeds of long-term debt . . 1,376,912 27,420 606,450
Rettrements of long-term debt (1,135,175) (130,409) (244,949)
Funds 1n trust for debt repayments . (135,000) — —_
Retirement of Western Resources obhgaled mandatonly redcemable
preferred secunties of subsidiary trusts, holding solely
@; company subordinated debentures .. . (3,715) — —
i Issuance of officer loans, net of payments (212) (1,973) —
Issuance of common stock, net 19,539 19,384 31,622
Cash dividends pad (86,703) (85,547) (115,533)
Preferred stock redempuion (1,547) (545) —
Acquisinon of treasury stock (19,544) (866) (9,187)
Reissuance of treasury stock 1,367 7,23] 21,898
Cash flows from (used ) financing acuvities (203,615) 21,995 (380,120)
FOREIGN CURRENCY TRANSLATION 1,964 2,568 (6,364)
50 NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 26,618 87,756 (2,408)
CASH AND CASH EQUIVALENTS:
Beginning of penod 96,388 8,632 11,040
£nd of penod $ 123,006 $ 96,386 $ 8,632
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WESTAR ENERGY, INC. CONSOLIDATED STATEMENTS OF SHAREHOLDERS® EQUITY

Cumulative Retained Accumuiated
Preferred and Earnings Other
Preference Common Paid-in Unearned  Loans to (Accumulated Treasury Comprehensive .
Stock Stock Capital  Compensation Officers Deficit) Stock  Income (Loss) Total
(Dollars in Thousands)

BALANCE, DECEMBER 31,1999 $24,858 $341,508 $ 826640 $(5695) $ — $679.880 § (15791) $ 37,788 $1.8890,188
Net mcome e e e e _ —_ - - — 136,481 —_— _ 136,481
Dmvidends on preferred stock . —_ —_ —_ - —_ (1,129) — —_ (1,129)
Issuance of common stock ... .. — 8,904 18,537 _ —_ — — — 27.441
Dividends on common stock —_ _ —_ - —_ (97,698) - — (97,698)
Unrealized loss on ' :

marketable secunties . .... —_ _— -— —_ —_ — —  (M,774) (71,774)
Currency translation adjustment . — —— _ —_ —-— —_ —_ (6,364) (6,364)
Taxbenefit ..... . .. . . - -_ - — — —_ - 31,946 31946
Acquisition of treasury stock . . . — — - - — — (9,187) — - (9,187)
Issuance of treasury stock ... .. — — — — — (3.080) 24978 —_ 21,898
Grant of restricted stock . . .. —_ — 22980  (22,989) — - - - —
Amortization of restricted stock . — — — 10,618 — — —_ —_ 10,618
BALANCE, DECEMBER 31,2000 $24,858 $350,412 $ 868,166 $(18,066) $ — $71445¢ $ — $(8,404) $1931420
Netincome (loss) . .. ... . _ —_ —_ —_ —_ (20,876) —_ - (20,876)
Dividends on preferred stock . . — — — — - (1,129) — - (1,129)
Issuance of common stock ... . —_ 80,615 298,248 - —_ - (358,805) —_ 20,058
Dividends on common stock . — — — — —  (84474) — —_ (84,474)
Retirement of preferred stock ... (922) — (12) —_ - 389 —_ — (545)
Issuance of officer loans .. . . — —_ - —  (1,973) —_— - — (1,973)
Unrealized gam on '

marketable securities ...... —_ —_ _ -— —_— _ -— 2,744 2,744
Unreahzed loss on

cash flow hedges .. —_ — -— —_ -— —_ —  (29,184) (29,184)
Minimum pension

hability adjustment  ....... - — —_ —_ - —_ — (6,712) (6,712)
Currency translation adjustment — —_ —_ —_ —_ — —_ 2,568 2,568
Tax benefit (expense) .. .. .. —_ - — — - (155) - 13,615 13,460
Acquisition of treasury stock . . — - - — — —_ (866) — (866)
Issuance of treasury stock .. . — —_ —_ —_ — (1,707) 9,340 — 7.633
Cancellation of restncted stock . . —_ — 14,570 — - —_ (14,570) - —
Grant of restncted stock .. .... —_ —_ 15,791 (15,791) — —_ —_ — -
Amortization of restncted stock . — —_ — 11,937 — — — — 11937

BALANCE,DECEMBER 31,2001 $23936 $431,027 $ 1,196,763 $(21,920) $(1,973) $606,502 $(364,901) $(25373) $1.844,061
Net mcome (loss) ............ —_ —_ -_ —_ ~—  (793,001)

—_ -_ (793,001)

Dividends on preferred stock . .. — — (996) — — — - (996)
Issuance of common stock . — 34,681 58,626 —_ — — (86,869) - 6,438
Retirement of common stock —  (101,507)  (349,397) — — —_ 450,904 —_ _—
Dividends on common stock ... —_ —_ (87,088) —_ — — —_— —_ (87,088)
Retirement of preferred stock ...  (2,500) _ (38) - —_ 991 - _ (1,547)
Issuance of officer loans and '

mterest, net of payments .. . — — — (309) —_ —_ _ (309)
Reclass loans of former

officers to other assets .. ... —_ — — — 450 —_ — —_ 450
Unrealized gamns on '

cash flow hedges . —_— — —_ — — —_ — 21,457 21,457
Mimmum penston .

habihity adjustment . . —_ —_ —_ _— —_ —_ — (1,341) (1,341)
Currency translanon adjustment —_ —_ - _ —_ —_ — 1,964 1,964
Tax expense - - - —_ — (394) - (8,727) (9.121)
Acqusition of treasury stock — - — —_ —_ —_ (19,508) . —_— (19,508)
Issuance of treasury stock —_ —_ 2 - — (59) 1,670 — 1,613
Grant of restricted stock — — 7.872 (7,872) _ — — — —
Amornizanon of restncted stock — - — 8,647 — —_ —_ — 8,647
Forleited restncted stock — — — 6,403 — — — — 6,403

BALANCE,DECEMBER 31,2002 $21,436 $364.201 $ 825,744 $(14,742) $(1.832) $(185.961) $ (18,704) $(12,020) % 978,122

The accompanying notes are an wntegral part of these consohdaied financial statements
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WESTAR ENERGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1.DESCRIPTION OF BUSINESS

Westar Energy, Inc., a Kansas corporation incorporated i 1924,
operates the largest electnic utihty in Kansas and owns nterests 1n
monitored security businesses and other investments Unless the
context otherwise indicates, all references in this Annual Report on
Form 10-K to “the company]” “we; “us; “our” or similar words are to
Westar Energy, Inc. and its consolidated subsidianes. The term
“Westar Energy” refers to Westar Energy, Inc. alone and not together
with 1ts consolidated subsidiaries. We provide electric generation,
transmission and distribution services to approximately 647,000
customers in Kansas. We also provide momtored secunty services to
over 1.1 million customers n the United States and Europe ONEOK,
Inc. (ONEOK), in which we owned an approximate 45% interest at
December 31, 2002, (reduced to an approximate 27.5% interest at
March 14, 2003) provides natural gas transmssion and distribution
services to approximately 1.9 million customers in Kansas,
Oklahoma and Texas. Our corporate headquarters are located at 818
South Kansas Avenue, Topeka, Kansas 66612.

Westar Energy and Kansas Gas and Elecinc Company (KGE), a
wholly owned subsidiary, provide rate regulated electnc service. KGE
owns 47% of Wolf Creek Nuclear Operating Corporation (WCNOC),
the operating company for ‘Wolf Creek Generating Station (Wolf
Creek) our nuclear powered generating facility.

Westar Industnes, Inc. (Westar Industnes), our wholly owned
subsidiary, owns our interests in Protecuon One Inc. (Protection
One), Protection One Europe, ONEOK and our other non-utlity
businesses. Protection One, a publicly traded, approximately 88%-
owned subsidiary, and Protection One Europe provide monitored
secunty services. Protection One Europe refers collectively to
Protection One International, Inc., a wholly owned subsidiary of
Westar Industries, and its subsidiaries, including a French subsidiary
in which it owns an approximate 99.8% nterest.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

‘We prepare our consolidated financial statements in accordance with
accounting principles generally accepted n the Umted States of
America (GAAP). Our consolidated financial statements include all
operating divisions and majority owned subsidiaries for which we
mamntain controlling interests. Common stock investments that are
not majority owned are accounted for usimng the equity method when
our investment allows us the ability to exert significant influence.
Undivided interests in jointly-owned generation facilities are con-
solidated on a pro rata basis. All material intercompany accounts and
transactions have been eliminated in consolidation

Use of Management'’s Estimates

The preparanon of consohdated financal statements requires
management to make esumates and assumpuions that aflect the
reported amounts of assets, habihues, revenues and expenses, and
related disclosure of contingent assets and habiliues at the date of our
consohdated financial statements and the reported amounts of
revenues and expenses dunng the reporung penod We evaluate our

estimates on an on-going basis, including those related to bad debts,
nventones, depreciation, revenue recognition, investments, customer
accounts, goodwill, mtangible assets, income taxes, pensions and
other post retirement and post-employment benefits, decommussion-
ng of Wolf Creek, environmental 1ssues, conuingencies and lingation.
Actual results may differ from those estimates under different
assumptions or conditions.

Regulatory Accounting

We currently apply accounting standards for our regulated utihty
operations that recogmze the economic effects of rate regulation in
accordance with Statement of Financial Accounting Standards (SFAS)
No. 71, “Accounting for the Effects of Certain Types of Regulation,
and, accordingly, have recorded regulatory assets and habilities when
required by a regulatory order or based on regulatory precedent.

Regulatory assets represent incurred costs that have been deferred
because they are probable of future recovery in customer rates.
Regulatory habilities represent obhgations to make refunds to
customers for previous collections for costs that are not hkely to be
ncurred in the future. We have recorded these regulatory assets and
habilities mn accordance with SFAS No. 71. If we were required to
terminate apphcation of SFAS No. 71 for all of our regulated
operations, we would have to record the amounts of all regulatory
assets and liabilities 1n our consohdated statements of income at that
time. Our earnings would be reduced by the net amount calculated
from the table below, net of apphcable ncome taxes. Regulatory

assets and liabilities reflected in our consohdated balance sheets are as
follows:

As of December 31, 2002 2001
{in Thousands)
Recoverable incometaxes. . .. ..., . $198,866 $221,3713
Debtssuancecosts . .. . 75,838 58,054
Deferred employee benefit costs 25,555 32,687
Deferred plant costs . 29,037 29,499
2002 1ce storm costs 14,963 -
Other reguiatory assets .. 16,088 16,412
Total regulatory assets . $360,347 $358,025
Total regulatory habiliies . $ 8445 $ 6,037

» Recoverable income taxes: Recoverable income taxes represent
amounts due from customers for accelerated tax benefits that have
been previously flowed through to customers and are expected tobe
recovered in the future as the accelerated tax benefits reverse. This
1tem will be recovered over the hife of the utility plant.

u Debt issuance costs: Debt reacquisition expenses are amortized
over the remaiming term of the reacquired debt or, if refinanced, the
term of the new debt. Debt 1ssuance costs are amortized and will be
recovered over the term of the associated debt.

= Deferred employee benefit costs: Deferred employee benefit costs
represent post-reurement and post-employment expenses in excess
of amounts pad that are to be recovered over a period of five years
as authonzed by the Kansas Corporanon Commission (KCC).

» Deferred plant costs: Deferred plant costs relate to the Wolf Creek
nuclear generating facihity For further information, see “—
Depreaiation; discussed below

» 2002 ice storm costs: Restoration costs associated with an 1ce storm
that occurred in January 2002 See Note 30 for additional
miormation regarding the ice storm
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A return 1s allowed on coal contract settlement costs (mcluﬂe& mn
“Other regulatory assets” in the table above) and on the 2002 1ce
storm costs.

Cash and Cash Equivalents

We consider highly liquid investments with' a maturity of three
months or less when purchased to be cash equivalents.

Restricted Cash

Restricted cash consists of cash irrevocably deposited in trust for debt
repayments, cash collaterahzing Protection Ones workers’ compen-
sation obligauons, a prepaid capacity and transmission agreement,
letters of credit, surety bonds and escrow arrangements as required
by certam letters of credit, and various other deposits.

Inventories and Supplies

Inventories and supplhes for our utility business are stated at average
cost. Inventones for our monitored services segment, compnsed of
alarm systems and parts, are stated at the lower of average cost or
market.

Property, Plant and Equipment

Property, plant and equipment 1s stated at cost. For utility plant, cost
includes contracted services, direct labor and materials, idirect
charges for engineering and supervision, and an allowance for funds
used during construction (AFUDC). AFUDC represents the cost of
borrowed funds used to finance construction projects. The AFUDC
rate was 5 95% 1n 2002, 9.01% m 2001 and 7.39% in 2000. The cost
of additions to utility plant and replacement unts of property is
capitalized. Interest capitalized into construction in pro, was
$2.2 mullion in 2002, $8 7 milhion in 2001 and $9.4 million 1 2000.

Maintenance costs and replacement of minor items of property are
charged to expense as mcurred Incremental costs incurred during
scheduled Wolf Creek refueling and mamtenance outages are deferred
and amortized monthly over the units operating cycle, normally
about 18 months For utihty plant, when units of depreciable property
are retired, the ongnal cost and removal cost, less salvage value, are
charged to accumulated depreciation

Depreciation

Utihty plant 1s depreciated on the straight-line method at the lesser of
rates set by the KCC or rates based on the esmated remaiming useful
lives of the assets, which are based on an average annual composite

basis using group rates that approximated 2.66% during 2002,
3 03% durng 2001 and 2.99% during 2000.

In its rate order of July 25, 2001, the KCC extended the estimated
service life for certamn of our generating assets, including Wolf Creek
and the LaCygne 2 generating station, for regulatory rate making
purposes. The estimated retrement date for Wolf Creek was
extended from 2025 to 2045, although our operaung license for Wolf
Creek expires in 2025, and the esumated retirement date for LaCygne
2 was extended to 2032, although the term of our lease for LaCygne 2
expires in 2016 On Apnl 1, 2002, we adopted the new depreciation

rates as prescribed in the KCC order We continue to depreciate Wolf -

Creek over the term of our operating license, and we continue to
depreciate LaCygne 2 over the term of our lease We have created a
regulatory asset, included under “Deferred plant costs™ in the above
table, for the amount that our depreciation expense exceeds our
regulatory depreciaiion expense

2002 WESTAR ENERGY

On an annual basis, our depreciation expense will be reduced by
approximately $30.0 milhon as a result of these extensions. If our
generating heense for Wolf Creek 1s not renewed or the term of our
lease for LaCygne 2 1s not extended, we will need to seek relief from
the KCC to recover the remaimng cost of these assets.

Non-uulity property, plant and equipment is depreciated over the
estimated useful lives of the related assets. We periodically evaluate
our depreciation rates considering the past and expected future
expenence in the operation of our facilites.

Depreciable hves of property, plant and equipment are as follows:

Years
Utility:
Fossil fuel generating faciies . ...... . ..o Ll 61068
Nudear fuel generatingfaality .. . ... .. ... . 421065
Transmissionfaaliles .. ... . .. ... coill ceees el 281067
Distnbutionfacliles ... . .. ..., L.l iiiiee eeeeen . 19t0 57
Other . ...... . (. L iiiier e eeeeeee 5to S5
Non-utility:
Buldings .. . ... e dieee e e 40
Installed systems .. . .. L eiiieeea., 10
Furniture, fixtures and equlpment e renee e eeeeas 5t0 10
Leasehold improvements . .. e e ceere eeanee s 5t010
Vehicles . . e ee et e e eeeed eeeeeaen 5
Data processing and telecommunucations . ...............ceo..ll o 1te7

Nuclear Fuel

Our share of the cost of nuclear fuel in process of refinement,
conversion, enrichment and fabrication is recorded as an asset in
property, plant and equipment on our consolidated balance sheets at
original cost and is amortized to cost of sales based upon the quantity
of heat produced (MMBtu) for the generation of electricity.

The accumulated amortization of nuclear fuel 1n the reactor was .

$25.2 million at December 31, 2002 and $35.6 million at December 31,
2001. Spent fuel charged to cost of sales was $17.8 million in 2002,
$22.1 million in 2001 and $19.6 million in 2000.

Customer Accoﬁnts

Customer accounts are stated at cost and are amortized over the
esumated customer life. The cost includes amounts paid to dealers
and the estimated fair value of accounts acquired in business
acquisitions. Internal costs incurred in support of acquiring customer
accounts are expensed as incurred.

Protection Ones and Protection One Europe’s amortization rates
consider the average estimated remaining life and histoncal and
projected attntion rates. The amortization method for each customer
pool is as follows:

Poal Method
North Amenca
Acquired Westinghouse customers Eight-year 120% dedining balance
Other customers . . . Ten-year 135% dedining balance
Europe . Ten-year 125% dedining balance
Multifarmily Nine-year straight-line

In accordance with SFAS No. 121, “Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to Be Disposed Of
long-lived assets held and used by Protectnon One and Protecuon
One Europe are evaluated for recoverabihity on a penodic basis or as
circumstances warrant  An impairment would be recogmzed when
the undiscounted expected future operaung cash flows by customer
pool denved from customer accounts s less than the carrying value of
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capitalhized customer accounts and related goodwall. See Note 23 for
information regarding SFAS No. 144, “Accounting for the Impan-
ment and Disposal of Long-Lived Assets;” which replaces SFAS
No. 121 as of January 1, 2002.

Due to the customer attnuion expenenced in 2002, 2001 and 2000,
the decline in market value of Protection One’ pubhcly traded equity
and debt securities and recurning losses, Protection One and Protection
One Europe performed impairment tests on their customer account
assets and goodwill n 2002, 2001 and 2000 These tests indicated
that future esumated undiscounted cash flows exceeded the sum
of the recorded balances for customer accounts and goodwill. See
Note 23 for a discussion of the impairment recorded on these assets
during 2002 pursuant to the adoption of new accounting pnnciples.

Goodwill

Goodwill repressnts the excess of the purchase pnce over the fair
value of net assets acquired by Protection One and Protection One
Europe. Protection One and Protecion One Europe changed their
estimated goodwill hfe from 40 years to 20 years as of January 1,
2000. For 2001 and 2000, remaimng goodwill, net of accumulated
amoruzation, was amortized over uts remaining useful life based on a
20-year hfe

For 2001 and 2000, the carrying value of goodwill was included n
the evaluations of recoverability of customer accounts No reduction
in the carrymng value was necessary at December 31, 2001 or 2000

Effective as of January 1, 2002, we adopted SFAS No. 142,
“Accounting for Goodwill and Other Intangible Assets” and no longer
amortize goodwill. We are subject to the annual goodwll impairment
test. See Note 23 for nformauon regarding the effect of adoptng
SFAS No. 142.

Cash Surrender Value of Life Insurance

The following amounts related to corporate-owned life insurance
policies (COLI) are recorded n other long-term assets on our
consolidated balance sheets at December 31:

2002 2001
{in Millions)
Cash surrender value of policies”’ $8240 $7728
Borrovaings against polices (776 3) (723 6}
COU, net § 477 § 492

@ Cash surrender value of policies as presented represents the value of the policies as
of the end of the 1espective policy years and not as of December 31, 2002 and 2001

Income 15 recorded for mcreases in cash surrender value and net
death proceeds Interest incurred on amounts borrowed 1s offset
against policy income. Income recognized from death proceeds 1s
tughly variable from penod to penod Death benefits recognized as
other mcome approximated $3.6 milhon m 2002, $2.7 mlhon m
2001 and $0 8 milion in 2000 '

Minority Interests

Minonty mnterests represent the minonty shareholders’ proportionate
share of the shareholders’ equity and net losses of Protection One and
Protectuion One Europe

Revenue Recognition
Energy Sales

Energy sales are recogmized as delivered and include an esumate for
energy delivered but unbilled at the end of each year. Power
marketing activities are accounted for under the mark-to-market
method of accounting. Under this method, changes n the portfolio
value are recognized as gamns or losses m the period of change. The
net mark-to-market change is included in energy sales in our
consohdated statements of ncome. The resulting unrealized gamns
and losses are recorded as energy trading assets and liabilities on our
consohdated balance sheets.

We primarily use quoted market prices to value our power marketing
and energy trading contracts. When market prices are not readily
available or determinable, we use alternative approaches, such as
model pncing. The market prices used to value these transactions
reflect our best estumate of fair values considering vanous factors,
including closing exchange and over-the-counter quotations, time
value and volatility factors underlying the commitments. Results
actually achieved from these activities could vary materially from
intended results and could unfavorably affect our financial results.

Monitored Services Revenues

Monitored services revenues are recognized when secunty services
are provided. System installation revenues, sales revenues on
equipment upgrades and direct and incremental costs of installations
and sales are deferred for residential customers with momtonng
service contracts. For commercial customers, revenue recognition is °
dependent upon each specific customer contract. In nstances when
the company passes itle 1o a system unaccompamed by a service
agreement or the company passes title at a price that it beheves is
unaffected by an accompanying but undelivered service, the
company recogmzes revenues and costs in the period incurred. In
cases where the company retamns title to the system or it prices the
system lower than 1t otherwise would because of an accompanying

service agreement, the company defers and amortizes revenues and
direct costs.

Deferred system and upgrade installanon revenues are recogmzed
over the expected life of the customer utilizing an accelerated method
for residential and commercial customers and a straight-line method
for Protection Ones Multifamily customers. Deferred costs n excess
of deferred revenue are recogmzed over the imnal contract term,
utilizing a straight-lime method, typically two to three years for
residential systems, five years for commercial systems and five to ten
years for Multifamily systems. To the extent deferred costs are less
than deferred revenues, such costs are recognized over the estimated
life of the customer relationship.

Deferred revenues also result from customers who are billed for
monutoring and extended service protection in advance of the penod
in which such services are provided, on a monthly, quarterly or
annual basis Revenues from momtonng actwvities are recognized mn
the penod such services are provided

Income Taxes

Our consohdated financial statements use the habilty method to
reflect income taxes Deferred tax assets and habihues are recogmized
for temporary differences m amounts recorded for financial reporung
purposes and their respective tax bascs We amoruze deferred
investment tax credits over the lives of the related properties



Foreign Currency Translation

The assets and liabihties of our foreign operations are translated mnto
U.S. dollars at current exchange rates, and revenues and expenses are
translated at average exchange rates.

Cumulative Effects of Accounting Changes
Accounting for Goodwill

Effective January 1, 2002, we adopted SFAS No. 142. See Note 23 for
the cumulative effect of this adoption.

Accounting for Derivative Instruments
and Hedging Activities
Effective January 1, 2001, we adopted SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities;” as amended by SFAS
Nos. 137 and 138 (collectvely, SFAS No 133). We use denvative
mstruments (primarily swaps, options and futures) to manage
interest rate exposure and the commodity price nsk inherent in some
of our fossil fuel and electnaity purchases and sales. Under SFAS No.
133, all derivative mstruments, including our energy trading
contracts, are recorded on our consolidated balance sheets as either
an asset or habulity measured at far value Changes in a derivatives
fair value must be recognized currently in earnings unless specific
@hedge accounting cntena are met, in which case changes are reflected
. other comprehensive mcome. Cash flows from denvauve
2mstrumems are presented in net cash flows from operating activities.

| ~iDerivauve instruments used to manage commodity price risk
&Y inherent in fossil fuel and electriaity purchases and sales are classified
ST as energy trading contracts on our consohdated balance sheets.
( Energy trading contracts representing unrealized gam positions are
L{ reported as assets; energy trading contracts represenuing unreahzed
M loss positions are reported as habulities

Prior to January 1, 2001, gamns and losses on our deqvatives used for
managing commodity price risk were deferred until settlement.
These denvanves were not designated as hedges under SFAS No.

133. Accordingly, on January 1, 2001, we recognized an unrealized

4 gain of $18.7 mullion, net of $12.3 milhon of tax. This gan 1s
presented on our consohdated statement of income for 2001 as a
cumulative effect of a change m accounting principle.

After January 1, 2001, changes 1n fair value of all denvative instru-
ments used for managing commodty price nisk that are not designated
as hedges are recogmzed m revenue as discussed above under “—
Revenue Recognition — Energy Sales” Accounting for derivatives
under SFAS No. 133 will increase volatihty of our furure earmings.

Revenue Recognition

In the fourth quarter of 2000, we adopted Staff Accounting Bulleun
(SAB) No. 101, “Revenue Recognition,” which had a retroactive
effective date of January 1, 2000 The mmpact of this accounting

% change generally required deferral of certain monitored secunty

! services sales for installation revenues and direct sales-related
expenses Deferral of these revenues and costs 1s generally necessary
when 1nstallation revenues have been received and a monitonng
contract to provide future service 1s obtamned

The cumulauve effect of this change 1n accounting principle was a
charge 10 income 1 2000 of approximately $3 8 million, net of
$1 1 million tax benefit, and 1s related to changes in revenue recogm-
uon at Protection One Europe Prior to the adoption of SAB No 101,
Protecion One Europe 1ecognized nstallanon revenues and related
expenses upon compleuon of the mstallanon
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Accounting Changes
Stock Based Compensation

In December 2002, Financial Accounting Standards Board (FASB)
1ssued SFAS No. 148, “Accounung for Stock-Based Compensation —
Transiion and Disclosure; which amends SFAS No. 123,
“Accounting for Stock-Based Compensation” SFAS No. 148 provides
alternative methods of transition for a voluntary change to the far
value based method of accounung for stock-based employee
compensation In addiuon, it amends the disclosure requirements
of SFASNo 123 to require prominent disclosures in both annual and
intenm fimancial statements about the method of accountng
for stock-based employee compensation and the effect of the
method used on reported results. This statement requires that
companues follow the prescnbed format and provide the additional
disclosures n their annual reports for fiscal years ending after
December 15, 2002. We apply the recognition and measurement
prnciples of APB Opinion No. 25, “Accounting for Stock Issued to
Employees,” as allowed by SFAS Nos. 123 and 148, and related
nterpretations mn accounting for our stock-based compensation
plans, as described in Note 15. We have adopted the disclosure
requirements of SFAS No. 148,

For purposes of the pro forma disclosures required by SFAS No. 148,
the esumated fair value of the options is amortized 10 expense over
the options’ vesting penod. Under SFAS No. 123, compensation
expense would have been $0.8 mithon in 2002 and $1.1 million in
2000 We would have recorded income of $0.5 milhon in 2001
under SFAS No. 123. Information related to the pro forma mpact on
our earmngs and earnings per share follows.

2002 2001 2000
(Doflars in Thousands, Except Per Share Amounts)

Earnings (loss) available for

common stock, asreported . . $(793,400) $(21,771) $135,352
Deduct Total stock option expense

determined under fair value method

for all awards, net of related tax effects 759 (512) 1,078
Earnings (loss) available for

common stock, proforma . .. . $(794,159) $(21,259)  $134,274
Weighted average shares

usedfordiuton ... . . . 71,731,580 70,649,969 69,591,261
Earnings per share

Basic — as reported .. $(1106) $(0.31) $196

Basic—proforma .... . $(1107) $(0.30) $1.95

Diluted — asreported . . $(1106) $(031) $195

Diluted —proforma . . . . $(1107) $(030) $1.93

Accounting for Energy Trlading Contracts

In October 2002, the FASB, through the Emerging Issues Task Force
(EITF), 1ssued Issue No .02-03, which rescinded Issue No. 98-10,
“Accounting for Contracts Involved in Energy Trading and Risk
Management Activities” As a result, all new contracts that would
otherwise have been accounted for under Issue No. 98-10 and that
do not fall within the scope of SFAS No. 133 can no longer be
marked-to-market and recorded m earmings as of October 25, 2002

We are not alfected by this change m accounuing pnnciple and are not
required to reclassify any of our contracts EITF Issue No 02-03 also
requires that energy t1ading contracts and derivauves, whether settled
financially or physically, be reported in the ncome statement on a net
basis effecuve January 1, 2003 We began 1o classify our energy
trading contracts on a net basis dunng the third quarter of 2002
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On July 1, 2002, we began reporung mark-to-market gams and losses
on energy trading contracts on a net basis, whether reahized .or
unreahzed, in our consolidated mncome statements. Prior to July 1,
2002, we reported gams on these contracts in sales and losses in cost
of sales in our consohdated income statements. See Note 6 for
addinonal information on the effects of the accounting change.

Gains and Losses from Extinguishment of Debt

Effective July 1, 2002, we adopted SFAS No. 145, “Rescission of FASB
Statements No. 4, 44, and 64, Amendment of FASB Statement No.
13, and Techmcal Corrections; which prohibits treating gains and
losses associated with extingwshments resulting from a company’s
risk management strategy as extraordinary. See Note 26 for adduional
information on this pronouncement.

During the last three years, Protection One and our debt securities
were repurchased in the open market and gams were recognized on
the retirement of these debt secunties. We recogmzed $12.0 mullion,
net of $6.3 million tax, m 2002; $23.2 mullion, net of $12.6 mullion
tax, in 2001; and $49.2 mullion, net of $26 5 millon tax, in 2000.

Accounting for Guarantees

in November 2002, FASB issued Interpretation (FIN) No. 45,
“Guarantor’ Accounung and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others,” which
provides guidance for accounting for guarantees. For any guarantee
entered mto after November 2002, a guarantor is required to
recognize, at the inception of a guarantee, a habulity for the fair value
of the obligation undertaken in 1ssuing the guarantee. Any future
guarantee that we enter into will be accounted for as a liability.

In 1998, we issued a financial guarantee of an obligation of Onsite
Energy Corporation under which our maximum hability was
$13 million. This guarantee was released m the first quarter of 2003.

Consolidation of Variable Interest Entities

In January 2003, the FASB issued FIN No. 46, “Consolidation of
Variable Interest Entities — an Interpretation of ARB No. 517 This
mnterpretation provides guidance related to identifying variable
interest entities (previously known generally as special purpose
entities or SPEs) and determuning whether such entities should be
consolidated. Cenain disclosures are required when FIN No. 46
becomes effecuve 1f 1t is reasonably possible that a company will
consolidate or disclose mnformation about a vanable interest entity
when it imtially applies FIN No. 46. This interpretation must be
applied immediately to variable interest enties created or obtained
after January 31, 2003. For those vanable interest entities created or
obtamned on or before January 31, 2003, we must apply the provisions
of FIN No. 46 in the third quarter of 2003. We are currently
evaluating the effect of FIN No. 46.

Dilutive Shares

Basic earmings per share applicable to common stock are based on the
weighted average number of common shares outstanding and vested
dunng the penod reported. Diluted earnings per share include the
effect of potential issuances of common shares resulting from the
assumed vesting of all outstanding restricted share units (RSU) and
exercise of all outstanding stock options issued pursuant to the terms
of our stock-based compensation plans. The dilutive effect of stock-
based compensation and stock options 1s computed using the
treasury stock method. The number of potennal dilutve secunties
was 676,329 shares for 2002, 963,749 shares for 2001 and 629,016
shares for 2000. The potenually dilutive secunties for 2002 and 2001
were not included in the computation of diluted earnings per share,
since to do so would have been antidilutive.

Diluted earnings per share amounts shown m the accompanying
financial statements reflect the inclusion of non-vested restricted
share awards and the effect of stock opuions outstanding. The
following represents a reconcihation of the weighted average number
of common shares outstanding for basic and dilutive purposes.

Year Ended December 31,

2002 2001 2000

Denominator for Basic and Diluted Earnings Per Share:
Denominator for basic earnings per share -

weighted average shares® . . 71,731,580 70,649,969 68,962,245
Effect of dilutive securities:

Restncted shareawards . .. N — — 629,016
Denominator for diluted earings per share -

weighted averageshares .. ....... .... 71,731,580 .70,649.969 69,591,261

“The amounts in the table above do not include shares owned by Westar Industries or
Protection One.

Supplemental Cash Flow Information

Cash paid for mterest and income taxes for each of the three years
ended December 31, are as follows:

2002 2001 2000

Cash Paid For: on

Interest on finandng actmties,

net of amount caprtalized ......... . $274,859 $256,764 $261,720

incometaxes . ... ........... . IL]) 6,162 29,682
Non-Cash Financing Transactions:

Issuance of stock to subsidiary (Note 20) . 86,870 364,035 -
Reclassifications

Certain amounts in prior years have been reclassified to conform with

. classifications used n the current year presentation.
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3.RATE MATTERS AND REGULATION

KCC Rate Proceedings

On November 27, 2000, Westar Energy and KGE filed apphications
with the KCC for an increase in retail rates. On July 25, 2001, the
KCC ordered an annual reduction in our combined electnic rates of
$22.7 million, consisung of a $41.2 mullion reduction in KGES rates
and an $18.5 milhon increase 1n Westar Energy’ rates.

On August 9, 2001, Westar Energy and KGE filed pentions with the
KCC requesting reconsideration of the July 25, 2001 order. The
petitions specifically asked for reconsideration of changes in depre-
ciation, reductions in rate base related to deferred income taxes
associated with the KGE acquisition premium and a deferred gain on
the sale and leaseback of LaCygne 2, wholesale revenue imputation
and several other issues. On September 5, 2001, the KCC issued an
order 1n response to our motions for reconsideranon that increased
Westar Energy’s rates by an addinonal $7.0 million. The $41.2 milhon
rate reduction in KGES rates remained unchanged. On November 9,
2001, we filed an appeal of the KCC decisions with the Kansas Court
of Appeals in an action captioned “Western Resources, Inc. and Kansas
Gas and Electric Company vs. The State Corporation Commussion of
the State of Kansas" On March 8, 2002, the Court of Appeals upheld
the KCC orders. On April 8, 2002, we filed a petion for review of the
decision of the Court of Appeals with the Kansas Supreme Court. Our
petition for review was denied on June 12, 2002.

KCC Orders and Debt Reduction and Restructuring Plan
November 8,2002 KCC Order

On November 8, 2002, the KCC issued an order addressing our
proposed finanaial plan presented to the KCC on November 6, 2001
and subsequently amended on January 29, 2002. The order contamed
the following findings and directions:

a The order directed us to reverse certain transactions, including
reversing certain intercompany accounting entries so certain
captal contrnibutions by us to Westar Industnes are reflected as an
intercompany payable owed by Westar Industries to us, and
reversing all transactions in 2002 recorded as equity investments
by us in Westar Industries so such transactions are reflected as
intercompany payables owed by Westar Industries to us.

m The order directed us to submit a plan within 90 days for
restructuring our organizational structure so that our KPL electnic
utility business operating as a division of us is placed in a separate
subsidiary. The plan required us to include the process for
restructuring, an analysis of whether the restructuring is consistent
with our present debt indentures and loan agreements, and if not,
the necessary amendments to proceed with the restructuring. The
restructuring plan was required to be accompanied by an updated
cost allocation manual to track costs and mvestments attnbutable
to our regulated electric utihty and non-regulated activities
Following approval of the restructuring plan and the updated cost
allocation manual, we will be required to provide the KCC with
separate quarterly financial statements for us and our electric unlity
operations We filed a plan with the KCC on February 6, 2003 as
discussed below i “— February 6, 2003 Debt Reduction and
Restructuning Plan”

» The order direcied us to provide a wntien explanation 1f the amount
of debt secured by utihity assets that we transfer to the new uulty
subsidiary exceeds $1 5 bilhon
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» The order directed us to reduce our consolidated debt, to consider
certan actions for reducing our consolidated debt, and to provide
expert tesumony supporting any decision to reject a suggested
action. For the two years beginning on the date we submit our
restructuning plan, we are required to reduce utihty debt by at least
$100 million annually. The suggested actions include payments of
$100 mullion each year from mnternally generated cash flow, the
1ssuance of common stock, the sale of ONEOK stock, a reduction
m, or elmnation of, our dividend, and the sale of Protection One.

» The order imnated an mvesthigation mto the appropnate type,

quantity, structure and regulation of the non-utility businesses with
which our utdlity businesses may be affiliated.

= The order estabhshed standstill protections requiring that we seek
KCC approval before we take cenain actions, including making any
loan to, mvestment in or transfer of cash m excess of $100,000 to a
non-utlity affihiate, entering mto any agreement with a non-utlity
affiliate where the value of goods or services exchanged exceeds
$100,000, investing by us or an affiliate of more than $100,000 in
an existing or new non-utihty business, transfemng any non-cash
assets or mtellectual property to any non-utility affiliate, issuing any
debr, or selling any ONEOK stock without complying with the
requirements of a July 9, 2002 KCC order. In addition, we must
charge interest to non-utility affihates at the incremental cost of
their debt on outstanding balances of any existing or future inter-
affiliate loans, receivables or other cash advances due us. These
restrictions apply both to us and our KGE subsichary.

On November 25, 2002, we filed a motion for reconsideranon and
clanfication of some provisions of the order. In response, the KCC
1ssued an order on December 23, 2002 as discussed below

December 23,2002 KCC Order

On December 23, 2002, the KCC issued an order modifying the
requirements of the November 8, 2002 order concerning creation of
a utility-only subsidhary and filing of a financial plan. The order
directed that no later than August 1, 2003, our KPL utihty division
must be held within a utility-only subsidiary. The consolidated debt
for all of our utility businesses, the KPL uulity division and KGE, shall
not exceed $1.67 bithon.

February 6,2003 Debt Reduction and Restructuring Plan

On February 6, 2003, we filed a Debt Reduction and Restructuring
Plan (the Debt Reduction Plan) with the KCC outlining our plans for
paying down debt and restructuring the company. The Debt
Reduction Plan detailed items that have already been accomplished,
including, among other things, that:

u Consistent with the KCC' pnior orders, we have termunated certain
agreements and reversed certan mntercompany transactions that
mught have prevented or impeded returning to being a stand-alone
elecme utihty

» We have sold a portion of our ONEOK stock and raised $300 milhon,
the net proceeds of which we anticipate using to repurchase or
provide for the repayment of all of the 6 25% semor unsecured
notes that have a final maturity of August 15, 2018 and are putable
and callable on August 15, 2003 (the putable/callable notes) and a
poruion of our 6 875% seruor unsecured notes

# Our boaid of directors has estabhshed a dividend policy that
reduced our quarterly common dividend by 37% to a dividend rate
of $0 19 per share for the first quarter of 2003

wn
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In addition, the Debt Reduction Plan calls for

s The sale of Protection One Europe

s The sale of our interest 1 Protecion One.

s The sale of all of our remaining shares of ONEOK preferred stock
(21.8 mullion shares) and common stock (4 7 milhon shares) We
antcipate that all remaming ONEOK secunties will be hquidated
by year-end 2004

» The sale of other non-core and non-utihty assets. We mtend to
chspose of these assets in an orderly fashion Whle not expected to
be significant m the Debt Reduction Plan, net proceeds from these
disposinons will also be used for debt reduction

» The potennal issuance of equity secunties in the second half of
2004, 1f needed to further reduce debt, following the disposiion of
all material non-utility and non-core assets.

February 10,2003 KCC Order

On February 10, 2003, the KCC 1ssued an order granting hmited
reconsideration of its December 23, 2002 order The KCC stayed the
requirement of the December 23, 2002 order that we form a utihty-
only subsidiary The KCC also stated that the Debt Reduction Plan
appears to make a good-faith effort to address the concerns expressed
n the KCC’ prior orders and that the KCC needed additional ume to
review the Debt Reduction Plan pror to addressing other 1ssues raised
1n our petition for reconsideration of the December 23, 2002 order.

The KCC staff and other parties to the KCC docket considenng the
Debt Reduction Plan have filed comments on the Debt Reduction
Plan. The KCC has not yet established a procedural schedule for
considering the Debt Reduction Plan and the related comments. We
are unable to predict what action the KCC wll take with respect to
the Debt Reduction Plan

March 11,2003 KCC Order

On March 11, 2003, the KCC 1ssued an order conditionally
approving a partial supulation entered into by us, Protection One and
certain parues i the KCC docket considenng the Debt Reduction
Plan The order, among other things, (a) authonzed us to make a
payment to Protection One of approximately $20 mllion for the
2002 tax year under the tax sharing agreement with Protection One,
(b) authorized Westar Industnes to extend the matunty date of the
credit facility it provides to Protection One to January 5, 2005, (c)
reduced the amount that may be advanced to Protecon One under
the credit facthty to $228.4 milhon, (d) authonzed us to pay
approxmately $1.0 milhion to Protection One as reimbursement for
informanion technology services provided to us, and related costs
mcurred, by a subsidiary of Protection One, and (e) authonzed us to
pay approximately $3.4 million to Protection One as reimbursement
for aviation services provided by a subsidhary of Protection One and
for the repurchase of the stock of the subsidiary The March 11, 2003
KCC order 1s filed as Extubit 99(D) to this Annual Report on Form 10-K
and mcorporated herein by reference.

FERC Proceeding

On September 6, 2002, we filed an apphcauon with the Federal
Energy Regulaiory Commussion (FERC) seeking authonzation to

1ssue unsecured long-term debt secunues, on or before October 31,
2004, 1n an amount not to exceed $650 mlhon at any one ume. On
February 20, 2003, FERC approved our request subject to cenain
conditions and also issued genenc industry wade guidelines for future
debt financings On March 14, 2003, we informed FERC that we do
not intend to 1ssue any debt secunties pursuant to the authonty
granted on February 20, 2003.

4. CHANGES IN ONEOK OWNERSHIP

On January 9, 2003, we announced that Westar Industnes had
entered into an agreement with ONEOK to sell ONEOK a poruon of
the shares of ONEOK Series A Converuble Preferred Stock held by
Westar Industnes at the prevaihng market price, less transacuon
costs, and to exchange Westar Industries' remaiming shares of Senes A
Convertible Preferred Stock for new shares of ONEOK Series D Non-
Cumulative Convertible Preferred Stock. On February 5, 2003,
ONEOK repurchased from Westar Industries 9,038,755 shares of its
Senes A Convertible Preferred Stock, which were converuble mto
18,077,511 shares of common stock. We received $300 million as a
result of this sale.

Westar Industnes also exchanged 1ts remaining shares of Senes A
Convertible Preferred Stock for 21,815,386 new shares of ONEOKS
Senes D Convertible Preferred Stock. ONEOK has agreed to file a shelf
registration statement covening the Senies D Convertible Preferred
and common stock held by Westar Industries under the Securities .
Act of 1933. Future sales will be subject to conditions including the
effectiveness of such registration, the required waiver or expiration
of a 180-day lock-up period ending on July 22, 2003, and future
market conditions As of March 14, 2003, Westar Industries holds an
approximate 27.5% ownership interest In ONEOK assuming
conversion of the Senes D Convertible Preferred Stock.

The Senes D Convertible Preferred Stock has substanually the same
terms as the Series A Convertble Preferred Stock, except that:

m The Senes D Convertible Preferred Stock has a fixed quarterly cash
dividend of 23.125 cents per share, as declared by ONEOKS board
of directors;

» The Series D Convertible Preferred Stock 1s transferable to a third
party as convertible preferred stock;

u The Senes D Converuble Preferred Stock 1s redeemable by ONEOK
at any time after August 1, 2006 1n the event that the closing pnce
of ONEOK common stock exceeds $25 for 30 consecutive trading
days after such date, at a per share redempution pnice of $20;

» Each share of Senes D Converuble Preferred Stock 1s converuble
mto one share of ONEOK common stock, subject to adjustment for
stock sphits, stock dividends, reverse stock sphts or any transaction
with comparable effects; and ) ,

» Westar Industnes may not convert any shares of Senes D Converuble
Preferred Stock held by it unless the annual per share dividend for
the ONEOK common stock for the previous year 1s greater than
92 5 cents per share and such conversion would not subject us,

Westar Industnies nor ONEOK to the Pubhc Uunlity Holding
Company Act of 1935
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We, Westar Industries and ONEOK also agreed to amend the terms of
the existing Shareholder Agreement (Shareholder Agreement) and
Registration Rights Agreement. Under the new agreements:

= Westar Industries is prohibited from acquinng any additional
securities of ONEOK.

» Westar Industries may make private sales of shares as long as each
sale involves less than 5% of ONEOKS outstanding common shares
(assuming conversion of the Senes D Conventible Preferred Stock
to be sold) and is made to an owner of less than 5% of ONEOKS
outstanding common shares. Westar Industnes may make public
sales in any broad underwritten offeing under the shelf regjstration
statement to be filed by ONEOK within 60 days of the agreement,
and has piggy-back registration nghts.

» Westar Industries has the nght to designate one ONEOK board
member. Our designee will not have the nght to sit on any commuttee
of ONEOKS board of directors. We have also agreed to vote in favor
of the election of all candidates for director nommated by ONEOKS
board of directors.

= Westar Industries 1s not obligated to sell into stock repurchases by
ONEOK. )

a The new Shareholder Agreement will termnate 1f our or any affiliates
beneficial ownership falls below 10% of ONEOKS outstanding
common shares (assuming conversion of the Senes D Converuble
Preferred into ONEOK common stock).

= The top-up nghts, dilutive issuance nghts and buy/sell option
provided for m the previous Shareholder Agreement were ebmmated
in the new agreement.

In 2002 and prior periods, we accounted for our ONEOK common
stock mvestment under the equity method of accounting. Dunng
2003, we will account for our ONEOK common stock investment as
an available-for-sale secunty under SFAS No 115, “Accounting for
Certain Investments m Debt and Equity Secunties,” and mark to
market its fair value through other comprehensive income. We wall
begin accounting for our ONEOK Senes D Convertible Preferred
Stock investment under this method 1f and when a public market for
these securines develops.

5. ACCOUNTS RECEIVABLE

Our accounts recetvable on our consohdated balance sheets are
compnsed as follows:

As of December 31, 2002 2001
(in Thousands)

Gross accounts recevable e e eee eeee .. . $180410 $173175

Allowance for uncollectable accounts . (19,868) (19,082)

Unbilled energy recevables . . . . 44,205 42,731

Accounts recevable sale program (110,000) (100,000)

Accounts recevable, net $ 94,747 $ 96,824

On July 28, 2000, Westar Energy and KGE entered nto an agreement
under which we transfer an undivided percentage ownerstup interest
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n a revolving pool of our accounts receivable arising from the sale of
electnicity to a multi-seller condwit administered by an independent
financial institution through the use of a special purpose entity (SPE).
We account for this transfer as a sale in accordance with SFAS No. 140,
“Accounting for Transfers and Servicing of Financial Assets and
Extingwishment of Liabilities” The agreement was amended on July 25,
2002 and 1s annually renewable upon agreement by all parties. The
amendment to the agreement extended the term until July 23, 2003
and limited the amount of the accounts receivable we had a right to
sell during certain periods to $125 milhon.

Under the terms of the agreement, Westar Energy and KGE may

transfer accounts receivable to the bankruptcy-remote SPE, and the
conduit must purchase from the SPE an undivided ownership
nterest of up to $125 rmithon in those recevables. The SPE has been
structured to be legally separate from us, but it is wholly owned and
consolidated. The percentage ownership interest in receivables
purchased by the conduit may increase or decrease over ume,
depending on the characteristics of the SPE% receivables, including
dehinquency rates and debtor concentrations.

Under the terms of the agreement, the conduit pays the SPE the face
amount of the undivided interest at the tme of purchase. Subsequent
to the initial purchase, additional mnterests are sold and collections
applied by the SPE to the conduut, resulting in an adjustment to the
outstanding conduit mnterest.

We record administrauve expense on the undivided mterest owned
by the conduit, which was $2.9 million for the year ended 2002,
$5 4 million for the year ended 2001 and $3.7 million for the year
ended 2000. These expenses are included in other income (expense)
n our consohdated statements of mcome.

The outstanding balance of SPE receivables was $48.2 million at
December 31, 2002 and $43.3 milhon at December 31, 2001, which
is net of an undivided nterest of $110.0 million and $100.0 million,
respectively, in receivables sold by the SPE to the conduit. Our
retained interest in the SPE receivables 1s reported at fair value and is
subordinate to, and provides credit enhancement for, the conduits
ownership mterest in the SPES recewables. Our retained interest is
available to the conduit to pay any fees or expenses due to the
conduit and to absorb all credit losses incurred on any of the SPES
recewvables. The retained interest is included in accounts receivable,
net, in our consolidated balance sheets.

A termmation event will be triggered under the terms of the
agreement if Westar Energy’ credit rating ceases to be at least BB- by
Standard & Poor’ Ratings Group (S&P) or if the issuer credit rating
for Westar Energy ceases to be at least Ba3 by Moody’s Investors
Service (Moodys). If a termination event were to occur, the
administrative agent would be required to give notice to us at least
five business days prior to a termination of the facility. This notice
provision allows for the adminstrative agent to waive the termination
event by not giving notice or, in the event notice is given, allows us to
repay the facility.

5S
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6. FINANCIAL INSTRUMENTS, ENERGY TRADING
AND RISK MANAGEMENT
Values of Financial Instruments

The carrying values and esumated [air values of our [inancial
mstruments are as follows:

Canrying Value Fair Value
As of December 31, 2002 2001 2002 2001
{in Thousands)
Fixed-rate debt, net of )
curent matunties® .. . $2,354488 $2,323935 $2,290,141  $2,135595
Other mandatorily
redeemable securities® . . . 214,505 220,000 133,829 190,960

“Earr value 1s estimated based on quoted market pnces for the same or sirlar issues
or on the current rates offered for instruments of the same remaining matunties and
redemption provistons.

The recorded amounts of accounts receivable and other current
financial instruments approximate fair value. Cash and cash
equivalents, short-term borrowings and variable-rate debt are carried
at cost, which approximates fair value and are not included in the
table above.

The fair value estimates presented herein are based on information
available at December 31, 2002 and 2001. These fair value estimates
have not been comprehensively revalued for the purpose of these
consolidated financial statements since that date and current
estimates of fair value may differ significantly from the amounts
presented herem.

Derivative Instruments and Hedge Accounting
Our operations are exposed to market risks from changes in

commodity prices, foreign currency exchange rates, interest rates and -

equity prices that could affect our results of operations and financial
conditon. We manage our exposure to these market nsks through
our regular operating and financing activities and, when deemed
appropnate, hedge a portion of these nsks through the use of
derivative financial instruments We use the term hedge to mean a
strategy designed to manage risks of volatility in prices or rate
movements on some assets, liabilities or anticipated transactions by
creating a relationship in which gamns or losses on denvatve
instruments are expected to counterbalance the losses or gans on the
assets, liabilities or anhcipated transactions exposed to such market
risks. We use derivative instruments as risk management tools
consistent with our business plans and prudent business practices
and for energy trading purposes.

We use derivative financial and physical instruments pnmanly to
manage risk as it relates to changes in the prices of commodiues
including natural gas, oil, coal and electricity and changes i interest
rates. We also use denvative instruments for trading purposes in
order to take advantage of favorable pnice movements and market
timing activities 1n the wholesale power and fossil fuel markets.
Derivauve instruments used to manage commodity pnce nsk
mherent in fossil fuel and electnaity purchases and sales are classified
as energy trading contracts on our consohdated balance sheets
Energy trading contracts representing unrealized gain postuons are

reported as assets; energy trading contracts representing unreahzed
loss positions are reported as liabilines

Energy Trading Activities

We engage mn both financial and physical trading to manage our
commodty price risk. We trade electnaity, coal, natural gas and oil.
We use a varety of financial instruments, mcluding forward contracts,
options and swaps and trade energy commodity contracts daily. We
also use hedging techmques to manage overall fuel expenditures. We
procure physical product under fixed price agreements and spot
market transactions.

Within the trading portlolio, we take certain positions to hedge a
portion of physical sale or purchase contracts and we take certain
positions to take advantage of market trends and conditions. Changes
m value are reflected in our consolidated statements of income. We
believe financial mstruments help us manage our contractual
commutments, reduce our exposure to changes in cash market pnces
and take advantage of selected market opportunities. We refer to
these transactions as energy trading activities.

We are involved m trading activities primarily to reduce risk from
market fluctuations, capitalize on our market knowledge and enhance
system rehability. Net open positions exst, or are established, due to
the ongmnation of new transactions and our assessment of, and
response to, changing market conditions. To the extent we have open
posiuons, we are exposed to the risk that changing market prices
could have a material, adverse impact on our financial position or
results of operations.

We have considered a number of risks and costs associated with the
future contractual commitments included in our energy portfolio.
These risks include credit risks associated with the financial
condition of counterparues, product location (basis) differentials and
other risks. Declines in the creditworthiness of our counterparties
could have a material adverse impact on our overall exposure to
credit nsk. We maintamn credit policies with regard to our
counterparties that, in managements view, reduce overall credit risk.

We are also exposed to commodity price changes outside of trading

. activines We use denvatives for non-trading purposes and a mix of

various fuel types pnmarily to reduce exposure relative to the
volatility of market and commodity pnces. The wholesale power
market 1s extremely volatile in price and supply. This volatility
impacts our costs of power purchased and our participation in power
trades. If we were unable to generate an adequate supply of electricity
for our native load customers, we would purchase power m the
wholesale market to the extent 1t is available or economically feasible
to do so and/or implement curtailment or interruption procedures as
allowed for in our tariffs and terms and conditions of service. To the
extent open positions exist in our power marketing portfolio, we are
exposed to changing market pnces that may adversely impact our
fmancial position and results of operations. The increased expenses
or loss of revenues associated wath this could be material and adverse
to our consolidated results of operations and financial condition. Due
to the volaulity of power market and gas prices, past pnces cannot be
used to predict future prices
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We use a mix of vanous fossil fuel types, including coal, natural gas
and oil, to operate our system, which helps lessen our nsk associated
with any one fuel type. A significant portion of our coal requirements
are under long-term contract, which removes most of the price risk
associated with this commodity type. Due 10 the volatility of natural
gas prices, we have begun to increasingly utihze our ability to switch
to lower cost fuel types as the market allows.

Additional factors that affect our commodity price exposure are the
quantity and availability of fuel used for generation and the quantity
of electricity customers will consume. Quantities of fossil fuel used
for generation could vary dramatically year to year based on the
particular fuel’s availability, price, deliverability, umt outages and

‘nuclear refueling. Our customers’ electricity usage could also vary

dramatically year to year based on weather or other factors.

Although we generally attempt to balance our physical and financial
contracts in terms of quantities and contract performance, net open
positions typically exist. We will at times create a net open position or
allow a net open position to continue when we believe that future
price movements will increase the portfolios value. To the extent we
have an open position, we are exposed to changmg market prices that
could have a matenal adverse impact on our financial position or
results of operations.

The prices we use to value price risk management activities reflect
our estimate of fair values considering various factors, including
closing exchange and over-the-counter quotations, time value
of money and price volatility factors underlying the commitments.
We adjust prices to reflect the potential impact of liquidating our
position in an orderly manner over a reasonable period of time under
present market conditions. We consider a number of risks and costs
associated with the future contractual commitments included in our
energy portfolio, including credit risks associated with the financial
condition of counterparties and the ume value of money. We
continuously monitor the portfolio and value it daily based on present
market conditions.

Future changes mn our creditworthuiness and the creditworthiness of
our counterparties may change the value of our portfolio We adjust
the value of contracts and set dollar irmits with counterparties based
on our assessment of their credit quality.

‘We use derivative financial instruments to reduce our exposure to
certain fluctuabons in some commodity prices, interest rates, and other
market risks. When we enter into a financial instrument, we formally
designate and document the instrument as a hedge of a specific
underlying exposure, as well as the nsk management objectives and
strategies for undertaking the hedge transaction Because of the high
degree of correlation between the hedging instrument and the
underlying exposure being hedged, fluctuations in the value of the
derivative mstruments are generally offset by changes in the value or
cash flows of the underlying exposures being hedged.

‘We record denvatves used for hedging commodity price risk in our
consolidated balance sheets at fair value as energy trading contracts.

2002 WESTAR ENERGY

The effecuve portion of the gan or loss on a derivative nstrument
designated as a cash flow hedge is reported as a component of
accumulated other comprehensive income (loss). This amount is
reclassified into earnings n the period during which the hedged
transaction affects eamings. Effectiveness is the degree to which gains
and losses on the hedging mstruments offset the gains and losses on
the hedged item. The ineffective portion of the hedging relationship is
recognized currently in earnings.

The fair values of denvatives used 10 hedge or modify our risks
fluctuate over time. These fair value amounts should not be viewed in
1solation, but rather 1n relation to the fair values or cash flows of the
underlying hedged transactions and the overall reduction in our risk
relating to adverse fluctuations in interest rates, commodity prices
and other market factors. In addtion, the net income effect resulting
from our denvative instruments is recorded in the same line item

within our consolidated statements of income as the underlying

exposure being hedged. We also formally assess, both at the inception
and at least quarterly thereafter, whether the financial instruments
that are used in hedging transactions are effective at offsetting changes
in either the far value or cash flows of the related underlying
exposures. Any ineffective portion of a financial instrument’ change
in fair value is immediately recognized mn net income.

Hedging Activities *
During the third quarter of 2001, we entered into hedging
relationships to manage commodity price risk associated with future
natural gas purchases in order to protect us and our customers from
adverse price fluctuations 1n the natural gas market. Initially, we
entered into futures and swap contracts with terms extending
through July 2004 to hedge price risk for a portion of our anticipated
natural gas fuel requirements for our generation facilities. We have

designated these hedging relationships as cash flow hedges in
accordance with SFAS No. 133.

In 2002, due to the increased availability of our coal units and
because we began burning more oil as use of oil became more
economically favorable than gas, we did not bum our forecasted
amount of natural gas. In September 2002, we determined that we had
over-hedged approximately 12,000,000 MMBtu for the remaining
period of the hedge. As a result of the discontnuance of this portion
of the cash flow hedge, we recognized a gan mn eamings of
$4.0 milhon. We are currently forecasting that we need a notional
volume of 7,000,000 MMBtu for the remainder of the hedged period
through July 2004.

Effective October 4, 2001, we entered into a $500 million interest
rate swap agreement with a term of two years. At that time, the effect
of the swap agreement was to fix the annual interest rate on the term
loan at 6.18%. In June 2002, we refinanced the term loan associated
with this swap, which increased the effecuve rate of the swap to
6.43% At December 31, 2002, the variable ratein effect for the term
loan was 4.40%. Changes 1n the fair value of this cash flow hedge are
due to fluctuations in the variable interest rate.

o
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The followmg table summatrizes the effects our natural gas hedge and
our mterest rate swap had on our financial posnion and results of
operations for the year ended December 31, 2002

Total
Naturalgas  InterestRate  Cash Flow
Hedgew Swap Hedges
(Doflars in Thousands)
Far value of denvative instiuments
Current . . $ 4,198 $ 8,762 $12,960
long-term .. . . 1,476 - 1,476
Total . .. .. $ 5.674 $ 8,762 $14,436
Change in amounts in accumulated
other comprehensive income .. $25,571 $(6,106) $19,465
Adjustment for losses induded
In net income . 1,992 - 1,992
Change in estimated income
tax expense (beneft) . (10,964) 2428 (8,536)
Net Comprehensive (Gam)Loss ... . $16,599 $(3678) $12,921
Antiapated redassifications to
earmngs in the next 12 months® . $ 4,198 $ 8,762 $12,960
Duration of hedge designation
as of December 31,2002 . 19 months 10 months —

“Natural gas hedge assets and habilities are classified in the balance sheet as energy
trading contracts Due to the volatlity of gas commodity pnices, it is probable that
gas prices will increase and decrease over the remaining 19 months that these
relationships are in place

% The actual amounts that will be reclassified to earmings could vary materially from
this estimated amount due to changes in market conditions.

Fair Value of Energy Trading Contracts

The tables below show fair value of energy trading contracts
outstanding for the year ended December 31, 2002, their sources and
matunty periods:

Effects of Accounting Changes — Accounting
for Energy Trading Contracts

In October 2002, the FASB, through the EITF, issued Issue No. 02-03,
which rescinded Issue No. 98-10, “Accounung for Contracts
Involved in Energy Trading and Risk Management Activities” As a
result, all new contracts that would otherwise have been accounted
for under Issue No. 98-10 and that do not fall within the scope of
SFAS No. 133 can no longer be marked-to-market and recorded in
earnings as of October 25,2002 We are not affected by this change in
accounting principle and are not required to reclassify any of our
contracts EITF Issue No. 02-03 also requires that energy trading
contracts and derivatives, whether settled financially or physically, be
reported m the income statement on a net basis effective January 1,

2003 We began to classify our energy trading contracts on a net basis
during the third quarter of 2002.

OnJuly 1, 2002, we began reporting mark-to-market gains and losses
on energy trading contracts on a net basis, whether realized or
unrealized, n our consolidated income statements. Prior to July 1,
2002, we reported gains on these contracts in sales and losses in cost
of sales 1n our consohdated mncome statements. The changes are
reflected 1n our consohdated financial statements for the year ended
December 31, 2002. Prior periods shown in our consolidated
financial statements have been reclassified to reflect the effect of this
change and to be comparable as required by GAAP. As a result of the
net presentation, we expect significant reductions in our energy
revenues and expenses from those reported in prior periods, which
will not affect gross profit or net income. A summary of the effects of

this change for the years ended December 31, 2002, 2001 and 2000
15 as follows:

Changes to Income Statements

Year Ended December 31, 2002 Prior to After
FairValwe
of Contracts prar Net proe et
Net fair value of contracts outstanding at the beginning of the penod ... ... $ 2309 k . 1.798.971
Less contracts realized or otherwrse settled duning the peniod . 17,344 Enm;gyy ?J;s of sale; : L e $ '7952'700 ”'43;28':;:
Plus faw value of new contracts entered into dunng the penod 24478 E ofit ) : 0 044'271 n 0“:271
Farr value of contracts outstanding at the end of the penod §963 OISR il :
. Year Ended December 31, 2001 Prior to After
These contracts were valued through market exchanges and, where for Net Yot Net
necessary, broker quotes and industry pubhcations. The sources of Presentation Presentation
the fair values of the financial mstruments related to these contracts @ Thousands)
are summarnzed n the following table: Energysales . ...ooieiien ceee e aenl. $1,706,311 $1,307,177
Toir Valoe of T End of Period Energycostofsales . .... .. ...... 793,210 394,076
- Conaes —  Eemygospoft .. ... $ 013,01 § 913,101
Total LlessThan Maturity Matuirty Excessof
Sources of Fair Value FairValve 1Year 1-3Years 45Years S Years Year Ended December 31, 2000 Prior to After
in Thousands) Reclassifications  Redassifications
for Net for Net
Prices actively quoted (futures) $6.352 $(260) %6612 § — § — Presentation Presentation
Prices provided by other external . (in Thousands)
sources {swaps and forwards) . 7.880 4281 3599 — = Energysdles "$1,829133  $1,359522
Pces based on the Black Energy cost of sales 850,018 380,407
Option Pricing model oy J d
(options and other)® (4,589) (3,216) (1,373) - — Energy gross profit $ 979,115 $ 979,115
Total fair value of
contracts autstanding $9643 §85 $8838 § — § —

“"The Black Option Pncing model 1s a vanant of the Black-Scholes Option Pnang model
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7. PROPERTY, PLANT AND EQUIPMENT

The following 15 a summary of property, plant and equipment at
December 31:

2002 2001
(in Thousands)

Electnc plant in service . $6,414,231 $6,317,121
Less - Accumulated depreciation 2,522,164 2,404,479
3,892,067 3,912,642

Construction work inprogress . . ... ... 40,071 63,927
Nudlear fuel, net .. . 21,694 33,883
Netutility plant . . 3,953,832 4,010,452
Non-utlity plant in service . - 108,493 116,274
Less accumulated depreciation . cees 66,954 55,738
Net property, plant and equipment $3,995,371 $4,070,988

Depreciation expense on property, plant and equipment for the years
ended December 31, 2002, 2001 and 2000 was as follows®

2002 2001 2000
(n Thousands)
Uty . .. $171,749 $185,156 °  $175,839
Non-utility .. . 14,868 20,970 29,488
Total deprecation expense . $ 186,617 $206,126 $ 205,327
8. JOINT OWNERSHIP OF UTILITY PLANTS
Our Cwnership at December 31, 2002
In-Sesvice Accumulated Net  Ownership
Dates Investment  Depreciation MW Percent
(Dofiars w Thousands)
LaCygne 1% . June 1973  § 191,709 $116,658 3440 50
Jeffrey 1% July 1978 308,195 155,182 617.0 84
Jeffrey 2% .. . May 1980 310,164 132,600 6130 84
Jefirey 3® May 1983 413298 188,139 6250 84
Jeffrey wand 1% May 1999 875 142 06 84
Jeffrey wind 20 . May 1999 874 141 06 84
Wolf Creek® . .... Sept. 1985 1,387,071 545828 5480 47
State Line® . . .. . June 2001 107,735 6,397 2000 40

“jowntly owned with Kansas City Power and Light Company (KCPL)
“Jointly owned with Aquila, Inc.

“ Jountly owned with KCPL and Kansas Electric Power Cooperative, Inc
®Jowntly owned with Empire Distnct Electric Company

Amounts and capacity presented above represent our share Our share
of operating expenses of the plants m service above, as well as such
expenses for a 50% undivided mterest m LaCygne 2 (representing
337 megawatt (MW) capacity) sold and leased back to KGE in 1987,
are included in operatng expenses on our consolidated statements of
mcome. Our share of other transactions associated with the plants is
included i the appropriate classification mm our consolidated
fmancial statements.
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9. INVESTMENTS ACCOUNTED
FOR BY THE EQUITY METHOD

A portion of our investment m ONEOK is presently accounted for by
the equity method. See Note 4 for a discussion of changes in our
ownership in ONEOK and a change in the method by which we
account for our investment.

Equity Earnings
Decomber¥l, __ December 1, becember 1
2002 2002 2001 2002 2001 2000
(in Thousands)
ONEOKY ... . 45% $703,315 $695744 $9670 $4,721 $8213

“We also recewved approximately $40 mullion of preferred and common dividends in
2002, 2001 and 2000. ONEOK equity earmings for 2001 were lower due to charges

recorded for Enron Corp exposure and for certain regulatory 1ssues ONEOK had in
Oklahoma.

The following 1s summanzed unaudited ONEOK financial informanon
related to our investment in ONEOK:

As of December 31, 2002 2001
(in Thousands)
Balance Sheet'
Currentassets ... ..... ... $1,626,648  $1,542,767
Non-current assets ..... 4,104,210 4,310,533
Current habilibes, . ceee e 1,720,708 1,792,558
Long-term debt, net ................ 1,511,118 1,498,012
Other deferred credits and other liahllmes 1,133,420 1,297,440
Equity C e .o 1,365,612 1,265,290
. For the Year Ended December 31, 2002 2001 2000
(in Thousands)
Income Statement
Revenues eee . $2,104,280 $1,915,941 $1,996,179
Grossprofit .. .. . . 975,660 826,375 745,652
Income from comnumg operanons
before cumulative effect of a ,
change in accounting pnnuple . 155,976 78,837 137,666
Netincome . . . . . . 166,624 101,565 145,607

ONEOK earmings for 2001 include a pretax charge of $34.6 million for
unrecovered gas costs from the winter of 2000-2001 and a $374 million
pretax charge related to the Enron Corp. (Enron) bankruptcy. The
charge for the outstanding gas costs is a result of the Oklahoma
Corporation Comnussion order denying ONEOK the right to collect
a portion of gas costs mcurred dunng the winter of 2000-2001. Gas
phnces mcreased significantly m this period due to high demand and a
percewved supply shortage. The charges related to Enron’ bankruptcy
are due 1o Enron’ non-payment of both financial and physical natural
gas positions for November and December of 2001.

During 2001, we disposed of 98% of our portfolic 'of affordable
housing tax credit imited partnerships The net mmpact of our total
investment n these partnerships on our earmings, including equity in

earmings, loss on disposal and generated tax credits was a benefit of

$5 3 milhon.

Dunng 2002, the net impact on our earmings from our remaining
mnvestments in affordable housing tax credit hmited partnerships was
an expense of $0 4 mihon

63

e
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10. MONITORED SERVICES' CUSTOMER ACCOUNTS

The following 1s a rollforward of the investment in customer accounts
(at cost) of the monitored services segment for the following years:

As of December 31, 2002 2001
(in Thousands)

Beginning customer accounts, net $786,839 $963,595
Acquistion of customer accounts 16,450 8,300
Amortization of customer accounts (83,301) (148,006)
Sale of accounts . . (738) (42,246)
impairment charges (Note 23) .. ... (338,104) -
Purchase holdbacks and other . (2,289) 5,196

Ending customer accounts, net $378,857 $786,839

Accumulated amortization of the investment 1n customer accounts at
December 31, 2002 was $678.9 million and $614.5 million at
December 31, 2001. Customer account amortization expernse was
$83.3 million for 2002, $148.0 milhon for 2001, and $158.7 milhon
for 2000.

Duning 2002, the momitored services segment had a net loss of
62,656 customers or a 5.3% decrease in s customer base from
January 1,2002.

11.SHORT-TERM DEBT

Certamn banks provide us a revolving credit faciity on a committed
basis totaling $150 million. The facihity 1s secured by KGES5 first
mortgage bonds and matures on June 6, 2005, provided that if we
have not refinanced or provided for the payment of our putable/
callable notes due August 15, 2003, or our 6.875% senior unsecured
notes due August 1, 2004, at least 60 days pnor to either of the
respective due dates, the maturity date is 60 days prior to exther of the

respective due dates As of December 31, 2002, borrowings on the

revolving credit facility were $1.0 million, leaving $149 million
remaining capacity under this facility. See Note 12 for a discussion of
covenants apphcable to our credut facilities.

We also had arrangements with certain banks to provide unsecured
short-term lines of credit on a committed basis totaling approx-
mately $7.0 milhon through December 31, 2002. These hnes of
credit were canceled on December 31, 2002.

Information regarding our short-term borrowings 1s as follows:

As of December 31, 2002 001
{Dollars n Thousands)

Borrowings outstanding at year end
Credit agreement and a miscellaneous

insurance finanang arrangement . .. $ 2,763 $222,300
Weighted average interest rate on debt

outstanding at year-end, exduding fees 450% 338%
Weighted average short-term debt

outstanding dunng the year . $168,078 $123,131
Weighted daily average interest rates

dunng the year, induding fees 468% 6 58%

Our interest expense on short-term debt and other was $39 8 million
m 2002, $40 6 mithon in 2001 and $63 1 rmihon m 2000

12. LONG-TERM DEBT

Outstanding Debt
Long-term debt outstanding is as follows at December 31:
2002 2001
Westar Energy i Thousands)
First mortgage bond senes:
7 1/4% due 2002 . . e v $ ~ § 100,000
7 7/8% due 2007 . 365,000 -
8172% due 2022 . 125,000 125,000
765% due2023 . . . 100,000 100,000
590,000 325,000
Pollution control bond senes’
Vanable due 2032, 1 228% at December 31, 2002 .. 45,000 45,000
Vanable due 2032, 1.20% at December 31, 2002 30,500 30,500
6%due2033 .. .. e e e 58,340 58,340
133,840 133,840
6 7/8% unsecured senior notes due 2004 278,310 355,560
9 3/4% unsecured senior notes due 2007 387,000 -
7 1/8% unsecured senior notes due 2009 .. ......... 145,078 150,000
6.80% unsecured senior notes due 2018 . 27.396 28,104
6 25% unsecured senior notes due 2018,
putable/callable 2003 ... .. . . 146,390 384,300
Senior secured term loan due 2005, vanable rate
of 4 40% at December 31,2002.. .. .. ... 584,000 -
Senvor secured term loan due 2003, vanable rate
of 4 86% at December31,2001. . . ... - 591,000
Capttal leases™ c e e e 27,356 29,067
Otherlong-term agreements .. ... ..... 4,352 4,567
1,599,882 1,542,598
KGE
First mortgage bond senes
7 60% due 2003% 135,000 135,000
6 1/2% due 2005 . 65,000 65,000
6.20% due 2006 . 100,000 100,000
300,000 300,000
Pollution control bond senes
510%due2023 ... . .. . 13,493 13,493
Vanable due 2027, 1 31% at December 31,2002 .. ... 21,940 21,940
7.0% due 2031 . C e ee e e . 327,500 327,500
Vanable due 2032, 1.199% at December 31,2002 . .. 14,500 14,500
Variable due 2032, 1 3% at December 31,2002 ... .. 10,000 10,000
387,433 387,433
Protection One
Convertible semior subordinated notes
due 2003, fixed rate 6.75% . 9,725 23,770
Senior subordinated discount notes
due 2005, effectve rate 11.8% .. ... 31,033 33,520
Senior unsecured notes due 2005,
fiedrate7.375% . ... . 164,285 203,650
Senior subordinated notes due 2009,
fuedrate8 125% . ... ...... e e 110,340 174,840
Capitalfeases® . . ... .. ...... ... 67 321
315,817 436,999
Protection One Europe
Recourse financing agreements,
average effective rate 14 31%% | 48,191 34,931
Unamortized debt premium® 4,822 12,837
Less
Unamortized debt discount® 4,926 6,555
Long-term debt due within one year®? 316,736 167,895
Long-term debt, net $3,058,323 92,999,188

“ Funds have been irrevocably deposited with the bond trustee to provide for repayment
of this obligation

) Agreements mature on vanous dates not exceeding fowr years

* Debt premiums and discaunts are being amortized over the remaining hives of each issuc
“"Includes caputal leases, which are discussed i fur ther detarl in Note 25
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The amount of Westar Energy’ first mortgage bonds authonzed by 1ts
Mortgage and Deed of Trust, dated July 1, 1939, as supplemented, 1s
unhimited. The amount of KGES first mortgage bonds authonzed by
the KGE Mortgage and Deed of Trust, dated Apnl 1, 1940, as supple-
mented, is imited to a maximum of $2 billion, unless amended. First
mortgage bonds are secured by utility assets. Amounts of addiuonat
bonds that may be issued are subject to property, earnings and certain
restnctive provisions of each mortgage. As of December 31, 2002,
$70.4 million principal amount of additional first mortgage bonds
could be 1ssued under the most restrictive provisions in Westar
Energy's mortgage, except in connection with refundings. As of
December 31, 2002, approximately $302.5 million pnincipal amount
of additional KGE first mortgage bonds could be issued under the
most restrictive provisions in the mortgage.

Protection One Europe has recognized as a financing transaction cash
received through the sale of security equipment and future cash flows
to be received under security equpment operating lease agreements
with customers 1o a third-party financing company.

The mdentures governing all of Protection One’s debt secunties
require that Protection One offer to repurchase the secunties in
certain circumstances followimg a change of control.

Debt Covenants

Our debt financing agreements require, among other restnicuons, that
we satisfy certain financial covenants. These debt mstruments contain
restrictions based on EBITDA. The definition of EBITDA varies
among the various indentures. EBITDA is generally derived by
adding to income (loss) before income taxes, the sum of interest
expense and depreciation and amortization expense. However, under
the varying definitions of the indentures, additional adjustments are
required. A violatuon of these restricions would result m an event of
default that would allow the lenders to declare all amounts
outstanding immediately due and payable. We are in compliance
with these covenants. The most restrictive of these covenants in
Westar Energy’s debt instruments are as follows:

» Consolidated Leverage Ratio: Consolidated total debt to eamings
before mterest, taxes, depreciahon and amortizanon (EBITDA) for
the most recent four consecutive quarters must be less than 6.00 to
1.00 at December 31, 2002 and 5.75 to 1.00 each quarter thereafter
until June 2005 At December 31, 2002, our ratio was 5.13.

= Consolidated Interest Coverage Ratio: EBITDA to consohdated

interest expense for the most recent four consecutive quarters must be
greater than 2.00 to 1.00. At December 31, 2002, our ratio was 2.54.
m Consolidated Debt to Total Capital Ratio: Consolidated total debt
to consolidated total capital for the most recent quarter must be less
than 0 65 to 1 00 At December 31, 2002, our ratio was 0 618.
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The mdentures goverming Protection One’s public indebtedness
require 1t to sausfy centain financial covenants in order to borrow
additional funds. At December 31, 2002, Protection One was in
comphance with the covenants under 1ts debt instruments. The most

restrictive of these covenants m Protecuon Ones debt instruments are
as follows:

» Total Debt to EBITDA Ratio: Total debt to annualized EBITDA for
the most recent quarter must be less than 6.0 to 1.0. For the quarter
ended December 31, 2002, the ratio was 4.010 1.0.

m EBITDA to Interest Expense Ratio: EBITDA to interest expense
for the most recent quarter must be greater than 2.25to 1.0. For the
quarter ended December 31, 2002, the ratio was 3.1 to 1.0.

» Senior Debt to EBITDA Ratio: Semor debt to annualized EBITDA
for the most recent quarter must be less than 4.0 to 1.0. For the
quarter ended December 31, 2002, the ratio was 2.9 to0 1.0.

The indentures contain other covenants that impose operational
restnctions on Protection One that are not as burdensome to
Protection One as those histed above, and none are based on credit
rahngs. A violation of the mdenture covenants would result in an
event of default that would allow the lenders to declare all amoums
outstanding immediately due and payable.

Following a change of control of Protection One, 1ts revolving crcd:t
facility provided by Westar Industnes becomes due in full. The
holders of Protection One’ sentor subordinated discount notes and
convertible notes have an optional redemption at approximately
101% of par, and holders of Protection One’ senior notes and senior
subordinated notes have an optional redemption at 101% of par if a
change in control is coupled with two ratings downgrades.

Maturities
Maturities of long—term debt as of December 31, 2002 are as follaws

Year Prindpal Amount

{in Thousands)
2003%:% cer ee e e e er e eeees . $ 316,736
2004% . e e . ce t e e ee ses e eeens 302,132
2005 .. ...... . e e et dee e e deeraeens 858,964
2006 . e e e e een e ses e e 4 e er ae eeese e 110,676
207 . . ..., . ..... .. fee ae eene eee e 755,855
Thereafter .. . ... .iiciiiiit ciiin cieer eee een .. 1,030,696

$3,375,059

®Includes $135 mllion in debt for which funds have been wrrevocably deposited with
the bond trustee to provide for repayment of an obhgation.

®In addron, we are required by a KCC order to reduce utility debt by at least $100
million annually in each of the next two years

Our interest expense on long-term debt was $229.5 mllion in 2002,
$220 2 million m 2001 and $218.3 milhon m 2000.

-t
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13. DEBT FINANCINGS

On May 10, 2002, we completed offerings for $365 mllion of our
first mortgage bonds and $400 milhon of our unsecured senior notes,
both of which will be due on May 1, 2007. The first mortgage bonds
bear interest at an annual rate of 7 7/8% and the unsecured semor notes
bear interest at an annual rate of 9 3/4% Interest on the first mortgage
bonds and unsecured senuor notes 1s payable sermi-annually on May 1
and November 1 of each year. The net proceeds from these offerngs
were used to repay outstanding ndebtedness of $547 million under
our existing secured bank term loan, provide for the repayment of
$100 mlhon of our 7.25% first mortgage bonds due August 15, 2002
together wath accrued interest, reduce the outstanding balance on our
exisung secured revolving credit facility and pay fees and expenses of
the transactions. In conjunction with our May 10, 2002 financing, we
amended our secured revolving credit facility to reduce the total
commitment under the facihty to $400 million from $500 million
and to release $100 mulhon of our first mortgage bonds from collateral

On June 6, 2002, we entered mto a secured credit agreement
providing for a $585 mthon term loan and a $150 mullion revolving
credit facility, each maturing on June 6, 2005, provided that if we have
not refinanced or provided for the payment of our putable/callable
notes due August 15, 2003, or our 6.875% semor unsecured notes due
August 1,2004, at least 60 days prior to either of the respective due dates,
the matunty date is the date 60 days prior to either of the respective
due dates. All loans under the credit agreement are secured by KGES
first morgage bonds. The proceeds of the term loan were used to retire
an existing $400 milhon revolving credit facihity with an outstanding
principal balance of $380 million, to provide for the repayment at
matunty of $135 milhon pnncipal amount of KGE first mortgage
bonds due December 15, 2003 together with accrued mterest, to
repurchase approxamately $45 million of our outstanding unsecured
notes and to pay customary fees and expenses of the transactions.

We will continue to report as outstanding debt on our consolidated
balance sheet the $135 milhon principal amount of KGE frst
mortgage bonds due December 15, 2003, until the funds that have
been irrevocably deposited with the trustee are used to retire such
bonds at maturity. The cash deposited wath the trustee 1s included in
our consolidated balance sheet as part of restricted cash and can only be
used for the purpose of repaying this ndebtedness and related interest.

14. CALL OPTION

In August 1998, we entered nto a call option with an mnvestment
bank related to the issuance of $400 milhion of our putable/caliable
notes. This call option 1s required to be settled by August 2003
through erther a cash payment or a remarkentng or refinancing of the
putable/callable notes. The ultimate value of the call option will be
based on the difference between the 10-year United States treasury rate
on August 12, 2003 and 5 44% 1f the 10-year United States treasury
rate on August 12, 2003 1s less than 5.44%, we will have a liability to
the mnvestment bank at that time. At December 31, 2002, our potential
hability under the call option was $62.2 million. Based on the 10-year
forward treasury rate on March 14, 2003 of 3.91%, we would be
obhgated to make a cash payment of approximately $69.1 million to
settle the call option if we did not remarket or refinance the notes.
The amount of our hability will increase or decrease approximately
$5 milhon for every 10-basis point change in the 10-year forward
treasury rate. If settled through a remarketing or refinancing, any
hability related to the call option will be amortized as a credit to
interest expense over the term of the new debt. The mnvestment bank

_will price the notes to yield a market premium adequate to allow the

investment bank to retain proceeds equal to the far value of the call
option at settlement. '

At the time of issuance of the notes in 1998, we were not required by
GAAP to account separately for the call option. However, when we
began reuring these notes as a part of our overall debt reduction
strategy, the portion of the call option associated with the retired
notes became a free-standing opuion required to be treated as a
derivative instrument under SFAS No. 133. In addition, under SFAS
No. 133, we are required to mark to market changes n the anticipated
amount of the liability related to the portion of the $400 million in
notes that have been reured so that our balance sheet reflects the
current fair value of the free standing portion of the call option. For

2002, we recognized a loss of $10.1 milhon, net of $6.7 million tax

benefit, related to the fair value of the call option associated with the
putable/callable notes at the time the notes were retired. This loss is
included in our consolidated statements of income as part of the gain
on extinguishment of debt line item of other income. For 2002, we
also recorded an addwional non-cash charge of $13.6 million, net of
$9 0 mullion tax beneft, to reflect mark to market changes m the fair
value of the call option associated with the retired notes. This charge
1s reflected 1n the other line item of other income m our consolidated
statements of income. In total, the loss recorded related to the fair

value of the call option for the year ended December 31, 2002 was
$23.7 mullion, net of $15.7 mllion tax benefit.
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I5. EMPLOYEE BENEFIT PLANS

Pension

We maintain qualified noncontributory defined benefit pension plans
covenng substantially all uulity employees. Pension benefits are
based on years of service and the employees compensation during
the five highest paid consecutive years out of ten before retirement.
Our policy is to fund pension costs accrued, subject to limitations set
by the Employee Retirement Income Secunty Act of 1974 and the
Internal Revenue Code. We also maintain a non-qualified Executive
Salary Continuation Plan for the benefit of cenain officers.

Post-retirement Benefits
We accrue the cost of post-retirement benefits, primarily medical
benefit costs, dunng the years an employee provides service.

The following tables summarize the status of our pension and other
post-retirement benefit plans:

Pension Benefits Post-retirement Benefits
December 31, 2002 2001 2002 2001
(in Thousands)
Change in Benefit Obligation®
Benefit obligation,
beginmingofyear .. . .. $423814 $383403 $108630 § 102530
Obligation for addrional plans .. 3,308 — — —
Service cost . . 9,149 9,042 1414 1477
Interest cost ......... 31337 28783 7,739 1344
Plan pamapams contributions . . - - 1,742 1,189
" Benefitspad ...... .. ee (30,823) (23,982) (9,399) (7,741)
Assumption changes .... .. 23,581 39 10,112 587
Actuanal losses (gains) ... .. 4,900 21,662 8,732 2,697
Curtailments, settlements
and special term benefits ... 12,873 4,867 — 547
Benefit obligation, end of year $478,139 $423814 $128970 ¢ 108,630
Change in Plan Assets.
farr value of plan assets,
. beginningofyear . . ... $467062 $490173 § 577 § 394
Actual return on plan assets (58,463) (2,144) (740) 19
Employer contribution . . 4,524 3,015 20,449 6,716
Plan partiapants’ contnbutions . - - 1,742 1,189
Benefitspad ... . (30,823) (23,982) (9,399) (7.741)
Fair value of plan assets,
end of year $382300 $467062 $ 12629 § 577
Funded status . . $(95839) § 43,248 $(116,341) $(108,053)
Unrecognized net (gain) loss 71,8717 (65,477) 31,772 - 14447
Unrecognized transiion
obhgation, net .. . . 334 141 40,207 44,195
Unrecognized prior service cost 21,631 2407 (2,330) (2,797)
Prepaid (accrued) post-retirement .
benefitcosts . ... ... .. $ (1997) $ 1983 § (46,692) $ (52,208)
Amounts Recognized in the
Statement of Finanaal
Positron Consist Of.
Prepaid benefit cost . $ 20993 § 19687 § NA § WA
Accrued benefit hability (23,057) (17,708) (46,692)  (52,208)
Additional minimum hability (9,068) (7,370) NA N/A
Intangible asset 1,015 658 NA NA
Accumulated other
comprehensive income 8,120 6,712 N/A NA
Net amount recognized $ (1,997) $ 1,983 $ {46692) $ (52,208)
Actuanial Assumptions
Discount rate 65-675% 725% 65-675% 725%
Expected rate of return 90-925% 90-925% 90-925% 90-925%
Compensation increase rate 375-50% 40-50% 375-40% 40-50%

Medical trend rate - — 100% 525-60%
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Pension Benefits
December 31, 2002 2000 2000
(in Thousands)

Components of Net Periodic (Benefit) Cost-
SeMICRCOSL . t.oivv ceneciiiniaanene o $ 9,149 $ 9,042 $ 1912
INteresteost .....ooomvveiinnnennanaans 31,337 28,783 26,977
Expected retumonplanassets ... .... .... (44,761) (43,001) (39,143)
Amortization of unrecognized

transhon obhigation, net .............. (194) - -34 34
Amortization of unrecognized .

PNOT SLIVICE COSIS ......... . 3327 3317 3,317
Amortization of (gain) loss, net . .......... (s,9M) (8,327) (9,427)
Curtaitments,

speaal term benefits ...... 12,873 “6,133 9
Net periodic (benefit) cost .... ..... .. § 5,820 §(4,019) $(10,261) .

Post-retirement Benefits
December 31, 2002 2001 2000
{in Thousands)
Components of Net Penodic (Beneﬁt) Cost:
Sevicecost.. .. ..... . $1814 $ 1477 $ 1344
Interestcost. ............. ... ... . 7,739 7,344 7,157
Expected returnonplanassets . .. ..... (52) (36) (24)
Amortzation of unrecognized

transition obligation, net ...... ....... 3,989 3,987 3,988
Amortization of unrecognized .

pnorsemice Costs ... ... . «...... (467) {466) (466)
Amortization of (gain) foss, net .. ........ 992 794 457
Curtailments, settiements ' .

and speaal termbenefits .. ........ — 547 -
Net penodic (benefit)cost ..... ........ $13,615 $13,647 $ 12,456

In selecting an assumed discount rate, fixed income security yield
rates for 30-year Treasury bonds and corporate high-grade bond
yields are considered. The assumed rate of return on plan assets 1s
based on long-term returns forecast for the type of investments held
by the plan.

Pension plan assets are pnmanly made up of equity and fixed income
investments. The market value of the plan assets has been affected by
declines in equity markets. At December 31, 2002, the fair value of
pension plan assets was $382.3 million. Actual return on plan assets
declined by approximately $2.1 million during 2001 and by approxi-
mately $58.5 million during 2002. Absent a substantial recovery in
the equity markets, pension costs, cash funding requirements and the
additional pension liability could substantially increase in future years.

For measurement purposes, an annual health care cost growth rate of
10% was assumed for 2002, decreasing by 1% per year to 5% in 2007
and thereafter. The health care cost trend rate has a significant effect
on the projected benefit obligation. Increasing the trend rate by 1%
each year would increase the present value of the accumulated
projected benefit obligation by $2.2 million and the aggregate of the
service and interest cost components by $0.2 million. A 1% decrease
1n the trend rate would decrease the present value of the accumulated
projected benefit obligation by $2.2 million and the aggregate of the
service and interest cost components by $0.2 million.

.Savings Plans

We maintam savings plans in which substanually all employees
participate, with the excepuon of Protection One and Protection One
Europe employees We match employees' contnbutions up to specified
maximum hmus Our contnbutions to the plans are deposited with a
trustee and are invested in one or more funds, mcluding the company

KA
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stock fund at the direction of plan parucipants Our contnbutions
were $3.8 million for 2002, $4.4 mithon for 2001 and $3.9 milhon
for 2000.

Under our qualified employee stock purchase plan established in
1999, full-time, non-union employees may purchase designated
shares of our common stock at no more than a 15% discounted price.
Our employees purchased 46,431 shares in 2002 at an average price
of $8.43 per share. Employees purchased 67,519 shares at an average
price of $14.56 per share in 2001 and employees purchased 249,050
shares at an average price of $14.00 per share in 2000. A total of
1,250,000 shares of common stock have been reserved for issuance
under this program.

Protection One also maintains a savings plan. Contnbutions are
allocated among participants based upon the respective contributions
made by the participants through salary reductions during the year.
Protection One’s matching contributions may be made in Protection
One common stock, in cash or n a combination of both stock and
cash. Protection Ones matching cash contnbution to the plan was
approximately $1.1 million for 2002, $1.1 million for 2001 and
$0.7 mllion for 2000.

Protection One maintains a qualified employee stock purchase plan
that allows eligible employees to acquire shares of Protection One
common stock at no more than a 15% discounted pnice. Employees
purchased 151,244 shares in 2002 at an average price of $1.69 per
share. Employees purchased 489,791 shares at an average price of
$0.77 per share m 2001 and 145,523 shares at an average price of
$0.69 per share in 2000. A total of 1,650,000 shares of common
stock have been reserved for issuance under this program.

Stock Based Compensation Plans

We have a long-term incentive and share award plan (LTISA Plan),
which is a stock-based compensanon plan in which utility employees
are eligible for awards. The LTISA Plan was implemented as a means
to attract, retain and motivate employees and board members (plan
parucipants). Under the LTISA Plan, we may grant awards in the form
of stock options, dividend equivalents, share appreciation rights,
restricted shares, RSUs, performance shares and performance share
units to plan partiapants. Up to five million shares of common stock
may be granted under the LTISA Plan. Dividend equivalents accrue
on the awarded RSUs Dividend equivalents are the nght to receive
cash equal to the value of dividends paid on our common stock.

Dunng 2002, 584,165 RSUs were granted to a broad-based group of
over 800 non-union employees. Each RSU represents a right to
receive one share of our common stock at the end of the restncted
period assurning performance cnteria are met. In addition, RSUs
linked to 783,400 shares of Protection One common stock and
12,193 shares of Guardian International, Inc. preferred stock held by
us were granted 1o centain officers. During 2001, 579,915 RSUs were
granted. Also 1n 2000, non-union employees were offered the
opportunity to exchange their stock options for RSUs of approxi-
mately equal economic value As a result, 2,246,865 stock opuons
were canceled 1 2000 n exchange for 614,741 RSUs The grant of
RSUs 1s shown as a separate component of shareholders’ equity
Unearned compensauion is being amoruzed to expense over the vesting
penod This compensation expense is shown as a separate component
of shareholders’ equity

Dunng the second quarter of 2002, active employees awarded RSUs n
pnor years were allowed to exchange eligible RSUs for shares of
common stock. As a result, approximately 145,000 RSUs were
exchanged for approximately 105,000 shares of our common stock. In
addition, approximately 317,000 RSUs held by cenain executive
officers were exchanged for approximately 12,500 shares of Guardian
International, Inc. preferred stock held by us. Compensation expense
associated with this exchange totaled approximately $9.0 million for
2002. Also, in September 2002, former employees had the opportunity
to convert vested RSUs into common stock. As a result, 34,433 shares
of our common stock were issued in exchange for 68,865 RSUs.

Another component of the LTISA Plan is the Executive Stock for
Compensation program, where mn the past eligible employees were
entitled to receive RSUs in lieu of current cash compensation. The
Execuuve Stock for Compensation program was modified in 2001 to-
pay a portion of current compensation in the form of stock. Although
this plan was discontinued, dividends will continue to be paid to plan
participants on their outstanding plan balance until distribution. At
the end of the deferral period, RSUs are paid in the form of stock. In
2002, plan participants were awarded 12,121 shares of common
stock for dividends. In 2001, eligible employees were awarded
31,881 shares of common stock representing $0.7 million of compen-
sation. In 2000, 95,000 RSUs were awarded in lieu of $1.3 million in
cash compensation. Participants received common stock distributions
of 40,097 shares in 2002 and 974 shares in 2001 and 2,978 shares
in 2000. )

Stock options under the LTISA plan are as follows:

As of December 31, 2002 2001 2000
Weighted- Weighted- Weighted-
Average Average Average
Shares  Exercse Shares Exercse Shares  Exercise
(Thousands) Price (Thousands) Price (Thousands) Price
Outstanding, beginning
ofyear .. . .... 5523 $3402 4983 $3446 2,1171 $3421
Granted . .. . - -— - - 8142 1531
Exuc_lsed ......... (26) 18N (23) 1531 - -
Forfeited/Adjusted ... (317.1) 3557 563 2930 (2,4330) 29.08
Qutstanding, ' . .
endofyear ....... 2326 3208 5523 34.02 4983 3446
Weighted-average
fair value of awards
granted durmg '
theyear . $ — § — $ 214

Stock options issued and outstanding at December 31, 2002 are as
follows.

Number  Weighted-
-
Price Outstanding Lifein Years  Price
Options - Exercisable:
2000. ......... $15.3125 7,59 8 . 31531
1999 . ..... . 27.8125-32.125 22,900 7 2952
1998 . 38.625-43.125 55,890 6 a5
1997 30750 98,240 5 3075
1996 29250 44,095 4 2925
228,724
Options - Not Exercisable
2000 153125 3914 8 1531
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RSUs under the LTISA plan are as [ollows:

As of December 31, 2002 2001 2000
v iy s
Shares Exmw Shares  Exerise  Shares  Exercise
(thousands) Price (Thousands) Price (Thousands) Price
Outstanding, beginning
ofyear ......... 1,9029 $2287 11,6074 $1890 3015 $3370
Granted ........ ... 5842 13.28 5799 4005 1,325.1 15.61

Exerased . (201.8) 1881 (275.7) 19.08 (0s) 1563
Forfested ... .. (5754) 2870 (87) 1786 (187) 2435
Outstanding,

endofyear ..... 16199 1808 19029 2287 16074 18.90

RSUs issued and outstanding at December 31, 2002 are as follows:

of Issued

Fair Value at and
GrantDate  Outstanding

Restnicted share units.

2002 e . ceeae $990-$1978 578,400
2001 .. . e e ere e .. 2484-2783 197,050
2000 .... ... ... fe e eee eaes 15 3125-19875 711,418
1999 .. .ol el el e deen ee ee e .. 278125-32.125 64,000
- 38625 69,000
Totaloutstanding ... . .... ... .....ees 1,619,868

An equal number of dividend equivalents was 1ssued to recipients of
stock options and RSUs. Rectpients of RSUs receive dividend
equivalents when dividends are paid on shares of company stock.
The value of each dividend equivalent related to stock options 1s
calculated by accumulating dividends that would have been paid or
payable on a share of company common stock. The dividend
equivalents, with respect to stock options, expire after nine years
from date of grant. The weighted-average fair value at the grant-date
of the diidend equivalents on stock options was $6.35 in 2002 and
$6.28 in 2001.

The fair value of stock options and dividend equivalents were
estimated on the date of grant using the Black-Scholes Option Pnicing
model. The model assumed the following at December 31, 2000.
There were no options granted m 2002 or 2001.

2000
Dvdendyeld .... .. ... .. ..... B %7
Expecledstod(pncevdaumy . . e ee s 16 2%
Risk-free interestrate . . . .. .. . . .. 579%
Remaining expected opt;on Iife 5 years

Protection One Stock Warrants and Options

Protection One has outstanding stock warrants and options that were
considered reissued and exercisable upon our acquisiion of Protection
One on November 24, 1997. The 1997 Long-Term Incenuive Pian
(the LTIP), approved by the Protection One stockholders on
November 24, 1997, provides for the award of incentive stock
options to directors, officers and key employees. Under the LTIF,
4.2 milhon shares of Protection One are reserved for 1ssuance, subject
to such adjustment as may be necessary to reflect changes i the
number or kinds of shares of common stock or other secuntes of
Protection One The LTIP prowides for the granung of options that
quahfy as mcenuve stock options under the Intemnal Revenue Code
and options that do not so quahfy

Opuions 1ssued since 1997 have a term of 10 years and vest ratably
over 3 years The purchase price of the shares issuable pursuant 1o the
options 1s equal to (or greater than) the far market value of the
common stock at the date of the opuon grant

) l
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A summary of warrant and option activity for Protection One

common stock from December 31, 2000 through December 31,
2002 is as follows:

As of December 31, 2002 2001 2000
Average Average Average
Shares  Exercise  Shares  Exerdse Exerdse

ﬂhwsands)rﬂnﬂhmuands)?ﬂummsmm

Outstanding,

begnningofyear . 5,670.1 $4.840 46645 $6.294 4,048.1 $7.426
Granted . . . 7975 2201 20455 1329 9225 1437
Exerased .. ... . (60.6) 1422 {65.6) 1.438 (54) 3.390
Forfeited (14411) 10063 (9743) 4658 (300.7) 6.670
Qutstanding,

endofyear ... .. 52629 3344 56701 4840 46645 6294

Stock options and warrants of Protection One issued and outstanding
at December 31, 2002 are as follows:

Number  Weighted- Weighted-
Range of Issued A
] sued  Average  Average
Price Outstanding Life in Years Price
Exerasable

1995. .. . . .. $6375$6500 46,800 2 $ 6.4872
1996 . .. .. 8.000-15.000 130,000 3 9.8865
1997 . .. . 9 500-15 000 75,000 4 10 4167
1998. .... e 11.000 348,000 S 11.0000
1999 . .. .. .. . 525089275 414,414 6 - 84780
2000 .... .... .. 14375 270,232 7 14375
2001. .. ........ 0.875-1.48 621,850 8 1.3284
1993 Warrams . 0167 428,400 1 01670
1995 Note Warrants .. 3890 780,837 2 38900

Total . .. .. . 3,115,533

Not Exercrsable. '

2000 options $14375 102,796 7 $ 14375
2001 options 0875-148 1,247,024 8 13272
2002 options . . 207-275 797,500 9 2.2007

Total . .. 2,147,320

' Total outstanding 5,262,853

On April 16, 2001, Protection One granted an option to purchase an
aggregate of 875,000 shares of its common stock to its chief executive
officer as part of his employment agreement with Protection One. The
option has a term of ten years and vests ratably aver three years. The
purchase pnce of the shares issuable pursuant to the option is $1.32
per share while the fair market value of the common stock at the date
of the option grant was $1.79 per share resulting in $0.4 million
n deferred compensation expense amortized over three years. The

expense amounts were $0.1 million and $0.1 million, respectively, for
2002 and 2001.

The weighted average fair value of options for Protection One stock
granted by Protection One estimated on the date of grant was $1.95
duning 2002, $0 98 dunng 2001 and $1.13 during 2000. The fair
value was calculated using the following assumptions:

Year Ended December 31, 2002 2001 2000

Expected stock price volatility 91 30% 83.92% 92.97%
Risk free mterest rate 512% 495% 488%
Expected option hife 7 years 7 years 6 years

On Apnl 16, 2001, Protection One granted an option to purchase an
aggregate of 250,000 shares of 1ts common stock to Guardian
International, Inc (Guardian), in connection with the hinng of
Protection One} chiel execuuve officer, who was formerly the chief
execunive officer of Guardian The option has a term of ten years and
vests ratably over three years The purchase price of the shares

adtn 21
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1ssuable pursuant to the option 15 $1.32 per share while the far
market value of the common stock at the date of the option grant was
$1.79 per share resuling in $0.4 million expense in 2001. On
December 31, 2001, all shares were outstanding and none were
exercisable. On December 31, 2002, all shares were outstanding and
83,334 shares are exercisable. The shares issued to Guardian are not
mcluded in the outstanding options listed in the above tables.

Split Dollar Life Insurance Program

In 1998, we established a split dollar life insurance program for our
benefit and the benefit of certain of our executive officers. Under the
program, we purchased hfe insurance policies, which provide the
beneficiary a death benefit m an amount equal to the face amount of
the policy reduced by the greater of (1) all premiums pad by the
company or (ii) the cash surrender value of the policy, which amount,
at the death of the executive, will be returned to us. We retam an
equity interest in the death benefit and cash surrender value of the
policy to secure this repayment obligation

Subject to certain conditions, executve officers may transfer to us
their interest in the death benefit based on a predetermined formula.
The hability associated with this program was $12.0 million as of
December 31, 2002 and $18.6 milhon as of December 31, 2001. The
obhgations under this program can increase and decrease based on
our total return to shareholders and payments to plan participants.

This liability decreased approximately $6.6 million in 2002 due to

payments to plan participants, $0.5 million in 2001 due to balance
adjustments, and $12.8 milkion in 2000 due pnmanly to payments to

plan participants.
16. INCOME TAXES

Income tax expense (benefit) 1s composed of the following
components at December 31:

2002 2001 2000
Current income taxes. On Thomsadd
Federal ... $(153,431)  $(21,942) $39,747
State .. ..... (4,432) (186) 10,131
Deferred income taxes:
Federal . . . . (77,040) (28,363) 18,060
State . ........ 8,933 1,180 9,585
|nvestmenttaxaedltamomzahon {4,793) (6,646) (6,045)
Total .. (230,763) (55,957) 71,478
Less taxes dassﬁed m
Discontinued operations . (823) 40 226
Cumulative effects of
accounting changes (72,335) 12,347 (1,097)
Total income tax (benefit) expense $(157,605)  $(68,344) $72,349

Temporary differences related to deferred tax assets and deferred tax
liabilities are summmanzed in the following tables.

December 31, 2002 2001
Deferred tax assets On Thousands)
Deferred gain on sale-leaseback $ 71609 § 76806
Customer accounts 146,094 60,023
General business credit carryforward®! 28,469 28,494
Accrued habiiities 22,314 2351
Disaliowed plant costs 15,587 16,650
Long-term energy contracts 12,814 13,538
Goodwall 76,680 374
Other 152,989 97,799
Total deferred tax assets $ 526556 § 317,195

“Balance repiesents unutihized tax credits geneiated fiom affordable housing
partnerships in which we sold the majonty of owr wnuerests in 2001 These credits
expire beginming 2019 through 2022

December 31,

2002 2001
Deferred tax habites On Thousands)

Accelerated depreation . $ 676856 $ 617,682
Acquisition premium 258,162 267,161
Deferred future income taxes 198,866 22,0n
Investment tax credits . 79,584 84,900
Other . 126,965 123,090

Total deferred tax Isabllmes $1,341,433 $1,314,904

Deferred tax assets and habulities are reflected on our consolidated
balance sheets as follows*

December 31, 2002 2001

. (tn Thousands)
Current deferred tax assets,net . .... . .... .. $ — § 23284
Current deferred tax habilibes, net . 2,998 -
Non-current deferred tax habilites, net 811,879 1,020,993
Netdeferredtaxhabikbies . .. ..... $814,877 $ 997,709

In accordance wath various rate orders, we have not yet collected
through rates certain accelerated tax deductions, which have been
passed on to customers. We believe 1t is probable that the net future
increases n income taxes payable will be recovered from customers.
We have recorded a regulatory asset for these amounts. These assets
are also a temporary difference for which deferred income tax
liabilines have been provided. This hability is classified above as
deferred future ncome taxes.

The effective income tax rates set forth below are computed by
dividing total federal and state mcome taxes by the sum of such taxes
and net income. The difference between the effective tax rates and the
federal statutory income tax rates is as follows:

For the Year Ended December 31,

2002 2001 2000
Effective income tax rate (487)% (64.0)% 339%
Effect of .
State income taxes . .. ... (11) 08 (60)
Amortization of investment
tax credits - e 15 6.2 28
Corporate-owned hfe
insurance policies .. .... . . . 36 128 54
Affordable housing tax credits ... ... 01 91 5.0
Accelerated depreaation flow
through and amortizaton ... . (15) (01) (1.8)
Dmdends received deduction . 30 9.6 46
Amortizaton of goodwall . ... . .. . - (14.2) (83)
Settlement of outstanding
state income taxissue .. ... ves . 66 - —
Protection One Europe
goodwill impairment .. . 1.0 - -
Minonty interest in
subsidiary investment . .. . .. 19 40 10
Other C e 06 08" (1.6)
Statutory federal income tax rate (35.0)% (35.0)% 35.0%
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17. COMMITMENTS AND CONTINGENCIES

City of Wichita F'ranchise

KGES franchise with the City of Wichna to prowide retail electne
service 15 effecive through December 1, 2003 We are currently
negouating with the City of Wichita for a long-term franchise
agreement. There can be no assurance that we can successfully
renegonate the franctuse with terms sumlar, or as favorable, as those
1 the current franchise. Under Kansas law, KGE will continue to have
the nght to serve the customers in Wichuta following the expiration of
the franchise. Cusiomers within the Wichita metropolitan area
account for approxamately 21% of our total energy sales volumes

Purchase Orders and Contracts

As part of our ongoing operations and construction program, we have
purchase orders and contracts, excluding fuel (which is discussed
below under “— Fuel Commutments;) that have an unexpended
balance of approxamately $153.1 mllion at December 31, 2002, of
which $32.2 milhon has been committed. The $32.2 mlhon
commitment relates to purchase obliganons 1ssued and outstanding
at year-end, as well as a contract tanff for telecommunication services.

The aggregate amount of required payments at December 31, 200215 -

as follows:
Committed
Amount
(In Thousands)
2003 . .. .. e . . . $24,475
2004 P . .. .. .. 7.469
2005 . . . . . 270
2006 . . . 1
$32,225
Clean Air Act

We must comply with the provisions of The Clean Air Act

Amendments of 1990 that require a two-phase reduction in certain
ermissions. We have stalled continuous monmtonng and reporting
equipment to meet the acid rain requirements. Material capital
expenditures have not been required to meet Phase I1 sulfur dioxade
and mtrogen oxide requirements We may purchase SO* allowances
as necessary to meet these requirements.

Manufactured Gas Sites

We have been associated with 15 former manufactured gas sites
located in Kansas that may contamn coal tar and other potenually
harmful matenals. We and the Kansas Department of Health and
Environment (KDHE) entered into a consent agreement governing all
future work at these sites. The terms of the consent agreement will
allow us to nvestigate these sites and set remediation prionties based
on the results of the investigations and nsk analysis At December 31,
2002, the costs mcurred for preliminary site mvesugation and risk
assessment have been miumal. In accordance with the terms of the
strategic alhance with ONEOK, ownership of twelve of these sites and
the responsibility for clean up of these sites were transferred to
ONEOK The ONEOK agreement hmits our future hability
associated wath these sites to an immatenal amount Our investment
earmings from ONEOK could be impacted by these costs

EPA New Source Review

The Environmental Protection Agency (EPA) 15 conducting an
enforcement mitiative at a number of coal-fired power plants in an
effort to determine whether modifications at those facilities were subject
to New Source Review requirements or New Source Performance
Standards under the Clean Air Act. The EPA has requested information
from us under Section 114(a) of the Clean Air Act (Section 114). A
Section 114 information request requires us to provide responses to
specific EPA questions regarding certamn projects and mamntenance
activities that the EPA believes may have violated the New Source
Performance Standard and New Source Review requirements of the
Clean Air Act. The EPA contends that power plants are required to
update emission controls at the time of major maintenance or capital
activity. We beheve that mamtenance and capital activities performed
at our power plants are generally routine 1n nature and are typical for
the industry We are complying with this information request, but
cannot predict the outcome of this invesugation at this time. Should
the EPA determne to take action, the resulting additional costs to
comply could be material. We would expect to seek recovery through
rates of any settlement amounts.

The EPA has inihated civil enforcement actions against other

unaffikated utilities as part of its muative. Settlement agreements

emered into n connection with some of these actions have pmwded
for expenditures to be made over extended time periods.

Solid Waste Landfills

We have operating solid waste landfills at Jeffrey Energy Center,
Tecumseh Energy Center and Lawrence Energy Center (LEC) for the
single purpose of disposing of coal combustion waste material.
Additionally, there is one retired landfill at both LEC and Neosho
Energy Center. All landfills are permitted by the KDHE and meet all
applicable requirements The operanng landfill at LEC is projected to
be full by 2007 requinng us to permt and construct a new landfill at
this site. It is anticipated that the lead time for permitting a new landfill
may be significant, which wll require this activity to begin in 2003.

Superfund Sites

In December 1999, we were idenufied as one of more than 1,000
potentially responsible parties at an EPA Superfund site in Kansas
City, Kansas (Kansas City site). Based upon previous experience and
the limited nature of our business transactions with the previous
owners of the site, our obligauon, if any, at the Kansas City site is not
expected to have a matenal impact on our financial position or results

_ of operations.

Nuclear Decommissioning

Decommussioning is a nuclear industry term for the permanent
shutdown of a nuclear power plant and the removal of radioactnve
components in accordance with Nuclear Regulatory Commussion
(NRC) requirements. The NRC will termunate a plant’ license and
release the property for unrestncted use when a company has reduced
the residual radioacuwvity of a nuclear plant to a level mandated by the
NRC The NRC requires comparnies with nuclear plants to prepare
formal financial plans to fund decommissioming These plans are
designed so that funds required for decommissioning wall be accumu-
lated prior to the termmnation of the license of the related nuclear
power plant

< i o
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We accrue decommussioning costs over the expected hfe of the Wolf
Creek generating facility The accrual is based on estimated unrecov-
ered decommissiomung costs, which consider inflation over the
remaming esumated hfe of the generaung facihity and are net of
expected earmings on amounts recovered from customers and
deposited m an external trust fund

The KCC reviews our decommussioning fund financial plans in two*

phases Phase one 1s the approval of the decommissioming study, the
current year dollar amount and the future year dollar amount. Phase
two is the filing of a *funding schedule” by the owner of the nuclear
facility detailing 1ts plans of how to fund the future year dollar
amount for the pro rata share of the plant.

On February 25, 2002, we filed an apphcaton with the KCC to modify

the funding schedule to reflect an assumed life of Wolf Creek through
2045 (see Note 3). This modificaton was granted on March 8, 2002.
The filng reflects the current estimate i 1999 dollars of $221 million,
but a future esumate 1 2045 through 2054 of $1.28 billion. An
updated decommissioning and dismantlement cost estimate was
filed with the KCC on August 30, 2002. Costs outhned by this study
were developed to decommussion Wolf Creek following a shutdown.
The analyses relied upon the site-specific, technical information
developed m 1999, updated to reflect current plant conditions and

operating assumptions. Based on this study, our share of Wolf Creeks

decommissioning costs, under the immediate dismantlement
method, is estimated to be approximately $220 million in 2002
dollars. These costs include decontamination, dismanthng and
site restoration and are not nflated, escalated, or discounted over
the period of expenditure. We anticipate a KCC order on the August

2002 decommussioming study n the second quarter of 2003.

The actual decommissioning costs may vary from the estimates
because of changes in technology and changes in costs for labor,
matenals and equipment.

We will file a funding schedule to reflect the KCC5 order on the
August 2002 decommssioning study by the end of the second
quarter of 2003 and anticipate a KCC order on the funding schedule
1n the third quarter of 2003

Decommuissioning costs are currently being charged to operating
expense in accordance with the July 25, 2001 KCC rate order as
modified by the KCCs approval of the March 8, 2002 funding
schedule. Electric rates charged to customers provide for recovery of
these decommissioning costs over the hie of Wolf Creek as
determined by the KCC through 2045. The Nuclear Regulatory
Commussion (NRC) requires that funds to meet 1ts decommussioning
funding assurance requirement be in our decommissioning fund by
the time our license expires in 2025. We believe that the KCC
approved funding level will be sufficient to meet the NRC mmnimum
financial assurance requirement.

Amounts expensed approximnated $3 85 milhion m 2002 and will
remain unchanged through 2044, subject to the August 2002
decommissioning cost review and revised funding schedule to be
filed 1n the second quarter of 2003 These amounts are deposited in
an external trust fund The average after-tax expected return on trust
assets 15 5 56%

Our nvestment n the decommussioning fund 1s recorded a1 fair
value, including remnvested earmngs. It approximated $63.5 milhon
at December 31, 2002 and $66 6 milhon at December 31, 2001 The
balance 1 the trust fund decreased from 2001 to 2002 due to the
dechne 1n the market value of equity secunties held in the trust Trus

fund earmings accumulate 1n the fund balance and increase the

' recorded decommussioming habihty.

Asset Retirement Obligations

In June 2001, the FASB issued SFAS No. 143, “Accounting for Asset
Reurement Obligations”” SFAS No. 143 provides accounting require-
ments for the recogmuon and measurement of habilities associated
with the retirement of tangible long-lived assets. Under the standard,
these habilities will be recogmzed at fair value as incurred and
capitalized and depreciated over the appropnate period as part of the
cost of the related tangjble long-lived assets. The adoption of SFAS
No. 143 will not impact income Any income effects are offset by a
regulatory asset created pursuant to SFAS No. 71. Retirement
obligations associated with long-hved assets included within the
scope of SFAS No. 143 are those for which a legal obhigation exists
under enacted laws, statutes, written or oral contracts, including
obhgations arising under the doctnne of promissory estoppel.

We adopted SFAS No. 143 on January 1, 2003, which required us to
recognize and estimate the liability for our 47% share of the estimated
cost to decommission Wolf Creek. SFAS No. 143 requires the
recognition of the present value of the asset retirement obligation we
incurred at the time Wolf Creek was placed into service in 1985.
On January 1, 2003, we recorded an asset renrement obligation of
$74 7 milhon. In addition, we increased our property and equipment
balance, net of accumulated depreciation, by $10.7 million. These
amounts were estimated based on the calculation guidelines of SFAS
No. 143. We also established a regulatory asset for $64.0 milhon,
which represents the accreuon of the liahility since 1985 and the
increased depreciation expense associated with the increase in plant.

Storage of Spent Nudear Fuel

Under the Nuclear Waste Policy Act of 1982, the Department of
Energy (DOE) 1s responsible for the permanent disposal of spent
nuclear fuel. Wolf Creek pays the DOE a quarterly fee of one-tenth of
a cent for each kilowatt-hour of net nuclear generation produced for

the future disposal of spent nuclear fuel. These disposal costs are
charged to cost of sales.

A permanent disposal site will not be available for the nuclear
industry until 2010 or later. Under current DOE policy, once a
permanent site is available, the DOE will accept spent nuclear fuel on.
a priority basis. The owners of the oldest spent fuel will be given the
highest priority. As a result, disposal services for Wolf Creek will not
be available prior to 2016. Wolf Creek has on-site temporary storage
for spent nuclear fuel. In early 2000, Wolf Creek completed
replacement of spent fuel storage racks to increase its on-site storage
capacity for all spent fuel expected to be generated by Wolf Creek
through the end of its licensed life in 2025.

On February 14, 2002, the Secretary of Energy submitted to the
President a recommendation for approval of the Yucca Mountain site
n Nevada for the development of a nuclear waste repository for the
disposal of spent nuclear fuel and ligh level nuclear waste from the
nation’s defense activines. In July 2002, the President signed a resolu-
tion approving the Yucca Mountain site after receiving the approval of
this site from the US Senate and House of Representatives This
acuon allows the DOE to apply to the NRC to hcense the project. The
DOE expects that this facihity will open 1 2010 However, the
opening of the Yucca Mountain site could be delayed due to hugauon
and other 1ssues related to the site as a permanent repository for spent
nuclear fuel
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Nuclear Insurance

We maintamn nuclear insurance for Wolf Creek in four areas habulity,
worker radiation, property and accidental outage. These pohcies
contain certain industry standard exclusions, including, but not
himated to, ordinary wear and tear, and war. Terronst acts are not
excluded from the property and accidental outage policies, but are
covered as a common occurrence under the Non-Terronsm Risk
Insurance Act. The term common occurrence means that if terronst
acts occur agamst one or more commercial nuclear power plants
nsured by our insurance company within a 12-month penod, all of
these terrorist acts will be treated as one event and the owners of the
plants will share one full limit of each type of policy, which is
currently $3.24 billion plus any remnsurance recoverable by Nuclear
Electric Insurance Limited (NEIL), our insurance provider. Currently
there is $1 billion of reinsurance purchased by NEIL. Claims that
anse from terronst acts are ulso covered by our nuclear liabihity and
worker radiation pohcies. These pohcies are subject to one industry
aggregate limt for such acts, currently $300 milhon for the risk of
terrorism. Unlike the property and accidental outage pohcies, an
industry-wide retrospecive assessment program (discussed below)
applies once the nuclear liability and worker radiation policies have
been exhausted.

Nuclear Liability Insurance

Pursuant to the Pnice-Anderson Act, we are required to insure against
public liability claims resulting from nuclear incidents to the full hmit
of pubhic hability, which 1s currently approximately $9.5 bilhon. This
hmut of liability consists of the maximum available commeraial
insurance of $300 mullion, and the remaining $9.2 ilhon is provided
through mandatory participation 1n an industry-wide retrospective
assessment program Under this retrospective assessment program,
we can be assessed up to $88.1 million per incident at any commercial
reactor In the country, payable at no more than $10 million per
incident per year. This assessment 1s subject to an inflauon
adjustment based on the Consumer Price Index and applicable
premium taxes This assessment also applies in excess of our worker
radiation claims msurance. In addition, the U.S. Congress could
impose additional revenue-raising measures to pay claims 1If the
$9.5 billion habihty mitanion is msufficient, the U.S. Congress will
consider taking whatever action is necessary to compensate the
public for vald claims.

The Price-Anderson Act expired in August 2002 In late 2002, a
renewal act was approved by Congress to be part of an energy bill to
extend the Act for 15 years from August 1, 2002. The renewal act
would have increased the annual retrospective premum hmit from
$10 mulhon to $15 million per reactor per incident and increased the
maximum potential assessment from $88.1 milhon to $98 7 mullion
per reactor per madent Although the renewal act was approved by
Congress, the energy bill was never signed by the President However,
n February 2003, the Act was extended to December 31, 2003 with
no changes except for 1ts expiration date. We expect that the Act will
be renewed, but we are unable to predict whether the Act will be
modzfied as proposed in 2002

Nuclear Property Insurance

The owners carry decontaminaton hability, premature decommuissioning
hability and property damage insurance for Wolf Cieek totaling
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approximately $2.75 billion ($1 3 bilhion our share). This insurance
is provided by NEIL. In the event of an accident, msurance proceeds
must first be used for reactor stabilization and site decontamination
n accordance with a plan mandated by the NRC Our share of any
remaining proceeds can be used to pay for property damage or decon-
tarmination expenses or, If certain requirements are met mcluding
decommissioning the plant, toward a shortfall in the decommissioning
‘trust fund. ,

Accidental Nuclear Outage Insurance

The owners also carry additional insurance with NEIL to cover costs
of replacement power and other extra expenses incurred during a
prolonged outage resulting from accidental property damage at Wolf
Creek. If significant losses were incurred at any of the nuclear plants
msured under the NEIL policies, we may be subject to retrospective
assessments under the current policies of approximately $24.5 milhon
($11.5 million our share).

Although we maintain vanous insurance policies to provide coverage
for potential losses and liabilines resulting from an accident or an
extended outage, our insurance coverage may not be adequate to
cover the costs that could result from a catastrophic accident or
extended outage at Wolf Creek. Any substantial losses not covered by
nsurance, to the extent not recoverable through rates, would have a
material adverse effect on our financial condition and results of
operations.

Fuel Commitments

To supply a portion of the fuel requirements for our generating
plants, we have entered into various commitments to obtan nuclear
fuel and coal. Some of these contracts contam provisions for pnice
escalation and minimum purchase commmitments. At December 31,
2002, our share of WCNOC} nuclear fuel commitments were
approximately $5.0 million for uranium concentrates expinng in
2003, $0.6 million for conversion expiring in 2003, $21.5 milhon for
enrichment expiring at various times through 2006 and $57.5 millon
for fabrication through 2025.

At December 31, 2002, our coal and coal transportation contract
commitments in 2002 dollars under the remaining terms of the
contracts were approximately $2.0 billion. The largest contract
expires mn 2020, with the remaming contracts expinng at various
times through 2013.

At December 31, 2002, our natural gas transportation commitments
in 2002 dollars under the remaining terms of the contracts were
approximately $56.2 million. The natural gas transportation
contracts provide firm service to several of our gas burning facilities
and expire at various times through 2010, except for one contract
that expires in 2016.

Energy Act

As part of the 1992 Energy Policy Act, a spectal assessment is being
collected from utiliues for a uranium ennchment decontamnation
and decommissioning fund. Our poruon of the assessment for Wolf
Creek is approxamately $8.1 milhon. To date, we have paid approxi-
mately $6 8 million, wath the remainder payable over the next four
years Such costs are recovered through the rate-making process
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18. LEGAL PROCEEDINGS

We, Westar Industnes, Protection One, 1ts subsichary Protection One
Alarm Monitoring, Inc. (Momtoring) and certan present and former
officers and directors of Protection One were defendants in a
purported class action higation n the U.S. Distnct Court for the
Central District of California, “Alec Garbini, et al v Protecuon One,
Inc, et al” No. CV 99-3755 DT (RCx). On August 20, 2002, the
parties filed a Stipulation of Settlement which provided for, among
other things, no finding of wrongdomg on the part of any of the
defendants, or any other finding that the claims alleged had merit,
and a $7.5 million payment to the plainuffs, which has been fully
funded by Protection One’s existing insurance. On November 4,
2002, the distnct court approved the settlement and entered an
Order and Final Judgment. The court certified a class for settlement
purposes consisting of all persons and entities who purchased or
otherwise acquired the common stock of Protection One during the
time period beginning and including February 10, 1998 through
February 2, 2001. The Order and Final Judgment provides for,
among other things, disrmssal with prejudice and release of all Class
members’ claims against us, Westar Industries, Protection One,
Monitoring, and the present and former officers and directors of
Protection One.

We and the Public Service Company of New Mexico settled the
litigation between us on September 24, 2002. Each side agreed to
release all of its claims and potential claims in connection with
the transaction.

We and certain of our present and former officers are defendants in
five purported class action lawsuits filed during January and
February 2003 in U.S District Court in Topeka, Kansas. All of the
lawsuits allege securities law wviolations resulting from power
marketing transactions with Cleco Corporation (Cleco) and the first
and second quarter 2002 restatements related to the revised goodwill
impairment charge and the mark to market charge on our
putable/callable notes. We mtend to vigorously defend agamnst. these
actions. We are unable to predict the ulumate impact of this matter on
our financial posiuon, results of operations and cash flows.

We and cenam of our present and former officers are defendants in
purported class action lawsuits filed during March 2003 in U.S
District Court in Topeka, Kansas on behalf of participants in and
beneficiaries of our Employees’ 401(k) Savings Plan. All of the
lawsuits allege wiolations of the Employee Retirement Income
Security Act arismg from the conduct of certain present and former
officers who served or are serving as fiducianes for the plan. The
conduct 1s related to the matters alleged as a basis for secunties law
violations in the class action lawsuits disclosed in the preceding
paragraph We mntend to vigorously defend agaimst these actions. We
are unable to predict the ulnmate 1mpact of this matter on our
finanaial position, results of operations and cash flows

We and our subsidianes are involved in various other legal,
environmental and regulatory proceedings We beheve that adequate
provisions have been made and accordingly beheve that the ulumate
disposition of such matters will not have a matenal adverse effect
upon our overall financial position or results of operations

See also Notes 3, 19 and 35 for discussion of KCC regulatory
proceedings and a FERC proceeding, an investiganion by the United
States Attomney’s Office, an inquiry by the Secunues and Exchange
Commssion (SEC), an mvesngation by FERC of certain of our
power transactions and potenuial habihuies 1o David C Witug and
Douglas T Lake

19. ONGOING INVESTIGATIONS

Grand Jury Subpoena

On September 17, 2002, we were served with a federal grand jury
subpoena by the United States Attorneys Office in Topeka, Kansas,
requesting information concerning the use of aircraft and our annual
shareholder meetings Since that date, the United States Attorneys
Office has served additional subpoenas on us and certain of our
employees requesting further information concerning the use of
awcraft; executive compensation arrangements with Mr. Wittig, Mr.
Lake and other former and present officers; the proposed rights
offening of Westar Industries stock; and the company in general. We
are providing information n response to these requests and are fully
cooperating m the investigation. We have not been informed that we
are a target of the investigation. We are unable to predict the ultimate
outcome of the investigation or its impact on us.

Securities and Exchange Commission Inquiry

On November 1, 2002, the SEC notified us that it would be
conducting an inquiry into the matters involved in the restatement of
our first and second quarter 2002 financial statements. Our counsel
has communicated with the SEC about these matters and other
matters within the scope of the grand jury investigation. We are unable
to predict the ultimate outcome of the mquiry or 1ts impact on us.

Special Commiittee Investigation

Our board of directors appointed a Special Commttee of directors to
nvestigate management matters and matters that are the subject of
the grand jury investigation and SEC inquiry. The Special Commuttee
retained counsel and other advisors. The Special Committee investi-
gation has been completed and has not resulted in adjustments to our
consolidated financial statements.

FERC Subpoena

On December 16, 2002, we received a subpoena from FERC seeking
details on power trades with Cleco and its affiliates, documents con-
cemning power transactions between our system and our marketing
operations and nformation on power trades in which we or other
trading companies acted as intermedianes.

Cleco publicly disclosed in November 2002 that Cleco and its
affihates had engaged in certain trades that may have violated FERC
affiliate transaction rules apphcable to Cleco. The affiliate transactions
involved power sales from one Cleco affiliate to Westar Energy and
then back to another or the same Cleco affiliate. The transactions
totaled approximately $3.8 million m 2002, $12.6 mllion m 2001
and $3.4 mllion m 2000. The total amount of these transactions
represented less than 1% of our total revenues in 2002, 2001 and 2000. -

Among the issues being reviewed by FERC are transactions we
conducted with third parties to facilitate power translers between our

- system and our marketing operations. These transactions and other

power marketing and trading actiities were recently reviewed in a
KCC ordered audit of our power marketing operations. This review
was conducted by an independent third party wath industry

-expenence who was approved by the KCC The review found no

irregulanties n the structure or pnecing of the transacnions

We have provided information to FERC 1n response to the subpoena
We believe that our participation in these transactons did not wiolate
FERC rules and regulanons However, we are unable to predict the
uitimate outcome of the investigation
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20. COMMON STOCK, PREFERRED STOCK AND
OTHER MANDATORILY REDEEMABLE SECURITIES

Our Restated Articles of Incorporation, as amended, provide for
150,000,000 authonzed shares of common stock At December 31,
2002, 72,840,217 shares were issued and 71,506,953 shares were
outstanding.

We have a Direct Stock Purchase Plan (DSPP). Shares issued under
the DSPP may be either original 1ssue shares or shares purchased in
the open market. During 2002, a total of 7,087,125 shares were
purchased from the company through the 1ssuance of 6,936,289
original issue shares and 150,836 through the reissuance of treasury
shares. Of the total shares purchased from us in 2002, 5,253,502
were acquired by Westar Industries and the balance of the shares
were for the DSPP, ESPP, 401(k) match and other stock based plans
operated under the 1996 Long-Term Incentive and Share Award Plan.
At December 31, 2002, 1,855,808 shares were available under the
DSPP registration statement.

The November 8, 2002 KCC order directed us to reverse all
transactions in 2002 recorded as equity investments by us m Westar
Industries. In compliance with that order, on December 9, 2002,
Westar Industries transferred to us 20,301,489 shares of our
common stock that had been previously 1ssued to Westar Industnes.

Treasury Stock

At December 31, 2002, we had a treasury stock balance of 1,333,264
shares. Westar Industries did not own any of our common stock and
Protection One owned 850,000 shares of our common stock. At
December 31, 2001, all of our treasury stock was owned by Westar
Industnes, except for 50,000 shares owned by Protection One.

See Note 34 for information regarding our purchase during the first
quarter of 2003 of shares of our common stock held by Protection One.
Preferred Stock Not Subject to Mandatory Redemption

Westar Energy’s cumulauve preferred stock is redeemable i whole or
1n part on 30 to 60 days notice at our option.

Total
indj Call Amount
Rate i Price Premium 1o Redeem
(Dollars in Thousands)

4500% $13,354 108 00% $1,068 $14,422
4.250% 4,304 101 50% 65 4369
5 000% 3,778 102.00% 76 3,854
$21,436 $1,209 $22,645

The provisions of Westar Energy’s Restated Articles of Incorporation,
as amended, contain restrictions on the payment of dividends or the
making of other distributions on our common stock while any
preferred shares remain outstanding unless certan caputalization
ratios and other conditions are met. If the ratio of the capital
represented by our preferred stock and common stock (together,
Subordinated Stock) (including premiums on caputal stock) and 1ts
surplus accounts, to 1ts total capital and 1ts surplus accounts at the
end of the second month immediately preceding the date of the
proposed payment, adjusted to reflect the proposed payment
(Capitahzation Ratio), will be less than 20%, then the payment of the
dividends on Subordinated Stock shall not exceed 50% of net income
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available for didends for the 12-month penod ending with and
including the date of the proposed payment. If the Caputalization
Ratio 1s 20% or more but less than 25%, then the payment of
dividends on the Subordinated Stock, including the proposed
payment, then the payments shall not exceed 75% of its net income
available for dmdends for such 12-month period. Except to the
extent permitted above, no payment or other distribution may be
made that would reduce the Capitalization Ratio to less than 25%. At
December 31, 2002, the capitalization ratio was greater than 25%.

So long as there are any outstanding shares of Westar Energy
preferred-stock, Westar Energy shall not without the consent of a
majonty of the shares of preferred stock or if more than one-third of
the outstanding shares of preferred stock vote negatively and without
the consent of a percentage of any and all classes required by law and
Westar Energys Articles of Incorporanon, declare or pay any
dwidends (other than stock dividends or dividends apphed by the
recipient to the purchase of additional shares) or make any other
distnbution upon Subordinated Stock unless, immediately after such
distribution or payment the sum of Westar Energys capital
represented by the outstanding Subordinated Stock and our earned
and any capital surplus shall not be less than $10.5 milhon plus an
amount equal to twice the annual dividend requirement on all the
then outstanding shares of preferred stock.

Other Mandatorily Redeemable Securities

On December 14, 1995, Western Resources Capital 1, a wholly
owned trust, issued $100 million of 7 7/8% Cumulauve Quarterly
Income Preferred Securities, Senes A, of which $98.8 million were
outstanding at December 31, 2002. The securities are redeemable at
the option of Western Resources Capital 1 on or after December 11,
2000, at $25 per security plus accrued interest and unpaid didends.
Holders of the securities are entitled to receive distributions at an
annual rate of 7 7/8% of the liquidation value of $25. Distributons
are payable quarterly and are tax deductible by us. These distri-
butions are recorded as interest expense. The sole asset of the trust is
$103 milhon principal amount of Westar Energy 7 7/8% Deferrable
Interest Subordinated Debentures, Series A due December 11, 2025.

On July 31, 1996, Western Resources Capital 11, a wholly owned
trust, 1ssued $120 milhon of 8 1/2% Cumulative Quarterly Income
Preferred Securities, Series B, of which $115.7 million were outstand-
ng at December 31, 2002. The secuntes are redeemable at the option
of Western Resources Capital I, on or after July 31, 2001, at $25 per
preferred security plus accumulated and unpaid distributions. Holders
of the securities are entitled to receive distributions at an annual rate
of 8 1/2% of the liquidation value of $25. Distributions are payable
quarterly and are tax deductible by us These distributions are recorded
as interest expense. The sole asset of the trust is $124 millhon

pnincipal amount of Westar Energy 8 1/2% Deferrable Interest
Subordinated Debentures, Senes B due July 31, 2036.

In addition to Westar Energy’ obligations under the Subordinated
Debentures discussed above, Westar Energy has guaranteed, on a
subordinated basis, payment of distributions on the preferred
secuniies These undertakings constitute a full and unconditional

guarantee by Westar Energy of the trust’s obhgations under the
preferred secunues

7%

W %
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21. MARKETABLE SECURITIES

Dunng the last three years, we sold substantially all of our
mnvestments in marketable secunties. These secunties were classified
as available-for-sale. Realized gains and losses are included in
eamings and were denved using the speafic idenufication method.
The following table summarizes our marketable secunty sales for the
years ended December 31, 2002, 2001 and 2000:

Marketable Security Sales 2002 2001 2000
' (in Thousands)
Salesproceeds . . . . .. . . $ — 32829  $218609
Reahzed gams® .. . .. e e - - 115,987
Realized losses C e - 1,861 1,039

“Dunng 2000, we sold our equity investment in a gas compression company and
reahzed a pre-tax gain of $91 1 millon.

In February 2000, one of the paging companies we held an interest in
made an announcement that significantly increased the market value
of paging company secunties m general During the first quarter
of 2000, we sold the remainder of these securities for a gam of
$24.9 mllion.

Durmg 2001, we wrote down the cost basis of certain secunties to
their estimated fair value. The fair value of these equity secunties had
declined below our cost basis, and we determined that the decline
was other than temporary. The amount of the wnte down totaled
$11.1 million, of which $9.6 million related to an mnvestment. The
write down. included in other income (expense).

See Note 4 for informanon regarding the classification of our ONEOK
nvestment.

22. MONITORED SERVICES DISPOSITIONS

In 2001, Protection One and Protection One Furope disposed of
certain monitored security operations for approximately $48 O million
and we recorded a pre-tax loss of $13.1 million.

23.IMPAIRMENT CHARGES

Effective January 1, 2002, we adopted SFAS No. 142 and SFAS No
144. SFAS No. 142 estabhishes new standards for accounung for
goodwill. SFAS No. 142 continues to require the recogmuon of
goodwll as an asset, but discontnues amortization of goodwall. In
addition, annual impairment tests must be performed using a fawr-
value based approach as opposed to an undiscounted cash flow
approach required under prior standards. The completion of the
impairment tests, based upon a valuation performed by an
mndependent appraisal firm, as of January 1, 2002, indicated that the
carrying values of goodwill at Protection One and Protection One

Europe had been impaired and impairment charges were recorded as
discussed below.

Another impairment test of Protection One$ goodwill and customer
accounts was completed as of July 1, 2002 (the date selected for
Protection Ones annual impairment test), with the independent
appraisal firm providing the valuation of the estimated fair value of
Protection One’ reporting units, and no impairment was indicated

Protection Ones stock price dechned after regulatory orders were
1ssued (see Note 3 ), mcluding the KCC’s December 23, 2002, order.
Asaresult, Protection One retained the independent appraisal firm to
perform an additional valuation of Protection One’s reporting units so
1t could perform an impairment test as of December 31, 2002, which
resulted in the additional impairment charge discussed below.

SFAS No. 144 established a new approach to determining whether
our customer account asset is impaired. The approach no longer
permits us to evaluate our customer account asset for impairment
based on the net undiscounted cash flow stream obtained over the
remaning life of goodwill associated with the customer accounts
being evaluated. Rather, the cash flow stream used under SFAS No.
144 15 limited to future estimated undiscounted cash flows from
assets 1n the asset group, which include customer accounts, the
primary asset of the reporting unit, plus an esimated amount for the
sale of the remaming assets within the asset group (including
goodwill). 1f the undiscounted cash flow stream from the asset group
15 less than the combined book value of the asset group, then we are
required to mark the customer account asset down to fair value, by
recording an impairment, to the extent fair value is less than our book
value. To the extent net book value is less than fair value, no impair-
ment would be recorded.

The new rule substanually reduces the net undiscounted cash flows
for customer account impairment evaluation purposes as compared
to the previous accounting rules. The undiscounted cash flow stream
has been reduced from the 16 year remaining life of the goodwill to
the une year remaining life of customer accounts for impairment
evaluation purposes. Using these new guidelines, we determined that
there was an indication of impairment of the carrying value of the
customer accounts and an impairment charge was recorded as

-discussed below.
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To implement the new standards, an independent appraisal firm was
engaged to help management estimate the fair values of Protecnon
Ones and Protection One Europe’ goodwill and customer accounts.
Based on this analysis, we recorded a charge n the first quarter of
2002 of approximately $749.3 milhon (net of tax benefit and
minority wnterests), of which $555.4 million was related to goodwill
and $193.9 milhion was related to customer accounts.

The impairment charge for goodwill recorded mn the first quarter of
2002 15 reflected in our consohdated statement of income as a
cumulative effect of a change in accounting pnnciple. The impair-
ment charge for customer accounts is reflected m our consolidated
statement of income as an operating expense. These impairment
charges reduce the recorded value of these assets to therr esumaled
fair values at January 1, 2002.

Protection One completed an additional imparrment test of goodwall
as of December 31, 2002. We recorded an impairment charge of
$79.7 million, net of tax benefit and minority interests, m the fourth
quarter of 2002 to reflect the impairment of all remaining goodwill of
Protection Ones North Amenca segment, which is reflected in our
consolidated statement of income as an operating expense.

We sohcited and received indicauons of value for Protection One
Europe from potential buyers. These indications of value are within a
range we would be willing to accept They indicated the recorded
goodwll of Protection One Europe had no value. Accordingly, we
recorded a $36 muillion impairment charge m the fourth quarter of
2002 to reflect the impairment of all remaiming goodwall at Protection
One Europe, which 1s reflected m our consolidated statement of
income as an operating expense. We are willing to accept offers in the
indicated range due to our ability to use the tax loss on this sale to
offset the taxes that would otherwise be due from our sale of other
mvestments. We will recognize a $58 million tax benefit n the first
quarter of 2003 when Protection One Europe 1s classified as a
discontinued operation.

These charges [or the year ended December 31, 2002, are detailed
as follows:

lmpalnnentof Impairment of
Customer Accounts Total

(n Thousands)
ProtectionOne . . . $719,885 $339,974 $1,059,859
Protection One Europe . . 116,154 — 116,154
Total pre-tax impairment $836,039 $339,974 1,176,013
tncome tax benefit (203,958)
Minonty interest . (107,172)
Netcharge . . $ 864,883

We no longer amortize goodwill to expense because of the adoption
of SFAS No. 142 The following table shows our results for the year
ended December 31, 2002, compared to our resuits for the year
ended December 31, 2001, calculated using the new accounting
standard for goodwill, adjusted for minonty nterest

2002 WESTAR ENERGY

Year Ended December 31,

2002 2001 2000
(in Thousands, Except Per Share Amounts)
Reported eamings (loss) available
for common stock . . ve ... - $(793,400) $(21,771) $135,352
Add back Goodwnllanmumm . - 50,437 51,394
Adjusted earnings available
for common stock .. . $(793,400) $ 28,666 '$186,746
Basic earnings per share:
Reported earnings (loss) avalable ' ‘
for common stock e .. $-(Mo0e) $ (031) $ 19
Add back. Goodwill amortization . ... - 0.72 0.75
Adjusted earmings available
for common stock . .. . $ (11.06) $ 041 $ 2n
Diluted earnings per share:
Reported earnings (loss) available
for commonstock ............... . § (11.06) $ (031) $ 195
Add back Goodwill amortzation . . .... - 0.72 0.73
Adjusted earnings available )
for commonstock . ...... ..... $ (11.06) $ 041 $ 268

The mvestment at cost tn customer accounts at December 31, 2002
was $1 1 bilhon and at December 31, 2001 was approximately
$1.4 billion. Accumulated amortization of the investment in
customer accounts at December 31, 2002 was $678.9 milhonand at .
December 31, 2001 was $614.5 million. We recorded approximately
$83.3 million of customer account amortization expense during the
year ended December 31, 2002, $148.0 million during the same
penod of 2001 and $158.7 milhon durng the year ended December
31, 2000. Customer account amortization expense 1s reduced
primanly as a result of the impairment charge that reduced our
customer account balance. The table below reflects the estimated
aggregate customer account amortization expense for 2003 and each
of the four succeeding fiscal years.

2003 2004 2005 2006 2007
0n Thousands)
Estmated amortization .
expense $83383 $83,282 $66,998 366,641  $60,320

We are required to perform mmpairment tests for long-lived assets
prospectively for our monitored services segment as long as it
continues to incur recurring losses or for other matters that may
negatively impact its businesses. Goodwill will be required to be
tested upon certain triggenng events, which include recurring
operating losses, adverse business conditions, -adverse regulatory
rulings, declines in, market values and other matters that negatively
mmpact value. Given the potentially negative implications from the
KCC’s December 23, 2002 order, and the subsequent decline in
Protection One’ stock price, Protection One tested its goodwall for
mmpairment at December 31, 2002, which resulted in the additional
impatrment charge discussed above. If future impawment tests for
ether goodwill or customer accounts indicate fair value is less than
book value, we will be required to recognize additional impawment

charges on these assets in the future Any such impawment charges
could be matenal.
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24, CHANGE IN ESTIMATE OF CUSTOMER LIFE

Dunng the first quarter of 2002, Protection One evaluated the
estimated life and amortization rates for customer accounts, based on
the results of a hfing study performed by a third party appraisal firm
in the first quarter of 2002. The report showed Protection One’s
North Amenca customer pool can expect a declining revenue stream
over the next 30 years with an estimated average remaining hfe of
9 years. Protection Ones Mulufamily pool can expect a dechming
revenue stream over the next 30 years with an estimated average
remaining hfe of 10 years. Talang into account the results of the hifing
study and the inherent expected dechming revenue streams for s
North America and Mukifamily customer pools, in particular the first
five years, Protection One adjusted the rate of amortization on
customer accounts for its North Amenca and Multifamuly customer
pools to better match the rate and penod of amortization expense
with the expected decline mn revenues. In the first quarter of 2002,
Protection One changed its amortization rate for 1ts North America
pool to a 10-year 135% declining balance method from a 10-year
130% declning balance method. For the Multifamily pool, Protection
One will continue to amortize on a straight-line basis utilizing a
Clshorter nine year life. Protection One accounted for these amoru-
Nlzanon changes prospectively beginning January 1, 2002, as a change
Pin estimate. These changes n estimates increased amortization
Clexpense for the year ended December 31, 2002 by approximately

"4$0 8 mullion, net of $0.5 milhon tax.
Lo |

L)

< 25.LEASES

© Operating Leases

Y e company leases office buildings, computer equipment, vehicles,
railcars and other property and equipment with vanous terms and
expiration dates from 1 to 16 years. Rental payments for operaung
leases and estimated rental commitments are as follows

Total
LaCygne 2 Operating
Year Ended December 31, Lease™ Leases
Rental payments. i
2000 . ........ . . $ 34,598 § 72,904
2001 . .., 34,598 74,564
2002. .... 34,598 62,500
Future commitments
203.. ..... $ 39,420 $ 61,484
2004 .. 34,598 51,082
2005 . .... 38,013 51,970
2006 . 42,287 53,253
2007 . . . 78,268 87,669
Thereafter . ..... .. ..... .... 344,049 387,147
Total future commitments $576,635 $692,605

“ LaCygne 2 lease amounts are included in total operating leases

In 1987, KGE sold and leased back 1ts 50% undvided interest in the
LaCygne 2 generating unit. The LaCygne 2 lease has an imutal term of
29 years, with védnous options to renew the lease or repurchase the

. 50% undivided mterest. KGE remains responsible for 1ts share of

operation and maintenance costs and other related operating costs of
LaCygne 2. The lease 1s an operating lease for financial reporung

purposes We recognized a gam on the sale, which was deferred and
is bemg amortized over the lease term.

Capital Leases

Assets recorded under capital leases are listed below:

December 31, 2002 2001

(n Thousands)

Vehides . .. $41,930 $44,098

Computer systems and sofware . ... 7,264 6,145

Less. Accumulated amortization 21, 20,855
$27423 $29,388

Minimum annual rental payments, excluding admimnstrative costs '
such as property taxes, insurance and maintenance, under capital
leases as of December 31, 2002 are histed below. Some capital leases
are subject 10 covenants, which require us to mamntan certain credit
ratings

Total

Year Ended December 31, Leases
{in Thousands)
2003 $ 5,581
2004 5,513
2005 5.336
2006 5,093
2007 @ ....... 5,093
Thereafter 4,017
30,633
Less amounts representing imputed interest . ... 3,210
Present value of net mimmum lease payments under capntal leases $27,423

26. GAIN ON DEBT RETIREMENTS

Protection One’s and our debt secunties were repurchased in the
open market and gains were recognized on the reurement of these
debt securities. Prior to July 1, 2002, these were recognized as
extraordinary gains.

Effectve July 1, 2002, we adopted SFAS No. 145. This standard
limuts the income statement classification of gans and losses from
extinguishment of debt as extraordinary to those transactions
meeting the cnteria of APB Opinion No. 30, “Reporting the Resuilts of
Operations — Reporting the Effects of Disposal of a Segment of a

_ Business, and Extraordinary, Unusual and Infrequently Occurring
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Events and Transactions.” SFAS No 145 prohubits treating gans and
losses associated with extinguishments resultg from a company’s
risk management strategy as extraordinary. Under SFAS No. 145,
current gains and losses from the extinguishment of debt are reported
as other income Gains or losses in prior penods that were previously
classified as extraordinary that do not meet the APB Opmion No. 30
cntena have been reclassified to other income The adopuion of this
standard did not impact our net income or financial condition

27. DISCONTINUED OPERATIONS

Dunng the second quarter of 2002, Protection One entered into
negotiations for the sale of 1ts Canadian business, which was included
m our monitored services segment. The sale was consummated on
July 9, 2002. Protection One recorded an mmpairment loss of
approximately $1.3 milhon, net of $0.7 million tax beneft, in the
second quarter of 2002 as a result of the sale.

The net operating losses of these operations are included in the
consolidated statements of income under discontinued operations.
The net operauing loss for the year ended December 31, 2002, of
$1 6 million, includes an 1mparment loss on customer accounts of
approximately $1.9 million. An impairment charge of $2.3 milhon
relaung to the Canadian operations’ goodwill 1s reflected n the
consolidated statement of ncome for the year ended December 31,
2002, as a cumulatve effect of accounung change from discontiued
operations. Revenues from these operations were $4.2 milhon for the
year ended December 31, 2002, compared to $8.2 million for the
year ended December 31, 2001. -

Protection One sold all assets and habiliues of the Canadian
operations. The major classes of assets and habilities of the Canadian
operations at December 31, 2001 were as follows:

December 31, 2001

Assets n
Current assets . . . .. . $ 4
Property, plant and equipment, net . 571
Customer accounts, net .... . . 16,992
Goodwill . v e . . . 4,842
Other . . . . . .. .. . 55
Total assets $22,938

Liabihities

Current habiliies . e e e $ 1,364

28. RELATED PARTY TRANSACTIONS

Below, we describe significant transactions between us and Westar
Industries and some of our other subsidiaries and related parties We
have disclosed these sigmficant transactions even if they, have been

eliminated in the preparauon of our consohdated results and financial
position
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ONEOK Shared Services Agreement

We and ONEOK have shared services agreements in which we
provide and bill one another for facilities, utility field work,
information technology, customer support, meter reading and bill
processing, Payments for these services are based on various hourly
charges, negotiated fees and out-of-pocket expenses.

2002 2001 2000
" (In Thousands)
ChargestoONEOK ... ... . . $8,357 $8,202 $8,463
Charges from ONEOK ...... . . ........ 3,324 3,279 3,420
Net receivable from ONEOK,
outstanding at December31 ............ 1,457 1424 1,205

ONEOK gave us notice of terminaton effective December 2003 of
this shared services agreement. We expect termination of this
agreement will increase our annual costs to provide these services by
approximately $11 million to $13 million.

Protection One Shared Services Agreement

We provide administrative services to Protection One pursuant to
services agreements, including accounuing, tax, audit, human
resources, legal, purchasing, facilities and technology services. Fees
for these services are based upon various hourly charges, negotiated
fees and out-of-pocket expenses. Protection One incurred charges of
$3.9 million in 2002, $8.1 million in 2001 and $7.3 million in 2000.
These intercompany charges have been eliminated in consolidation.

Westar Energy and Protection One have entered into an amended
service agreement that stipulates that if Westar Energy sells its interest
n Protection One, Westar Energy and Protection One will negotiate,
in good-faith, the terms and conditions for continuauon of the
services dunng an agreed-upon transition period. This agreement is
subject to KCC approval, which has not yet been received.

Transactions Between Westar Industries and Subsidiaries
Protection One Credit Facility

Westar Industries is the lender under Protection Ones senior credt
facihty. The senior credit facility was amended to increase the
capacity from $155 mllion to $280 million during the year ended
December 31, 2002. On August 26, 2002, the senior credit facility
was further amended to extend the maturity date to January 5, 2004.
On March 11, 2003, the KCC himited the amount of the credit faciliry
to $228.4 million, authonzed us to fund the facility and extend the
term of the facility to January 5, 2005 and required the facility to be
paid in full and terminated upon the disposition of all or part of our
investment in Protection One. We are in discussions with Protection
One about the extension of the faciity and we intend to renew the
facility through January 5, 2005, should such renewal be necessary
to provide Protection One with continued liqudity. For further
information, see Note 34. .

~



504412093

[-1%

2

2
o

| 8

2002 WESTAR ENERGY

As of December 31,2002, $215 5 million was drawn under the facihty
The remaning availability under this facility as of December 31, 2002
was $64 5 milhon. At March 14, 2003, Protection One had out-
standing borrowings of $215 5 milhon and $12 9 mllion of remawning
capacity. Amounts outstanding, accrued interest and facility fees have
been eliminated i our consolidated financial statements.

Purchases of Securities

Westar Industries, Protecion One and we have purchased our and
Protection One’s debt secunines and preferred stock in the open
market These repurchases have been accounted for as retirements on
a consohdated basis The table below summanzes these transactions
for the years ended December 31, 2002, 2001 and 2000.

December 31, 2002 2001 2000
(in Thousands)
Westar Energy .
Bonds: :
Facevalue ... $333,082 $30,140 $ —
Gain on purchase e e e s 13,514 1,395 -
Loss on mark to market at retrement™ 16,835 - -
Tax (benefit) expense . (1,321) 555 -
Total (loss) gain, net of tax $ (20000 § 840 $ -
Mandatonly redeemable preferred secunties
Facevalue .... . . veee . § 5495  S—— s -
Gan on purchase .. 1,780 - -
Taxexpense ... .. 708 — -
Total gain, net of tax $ 1072 s - $ _
Preferred stock.
Facevalue ... . . $ 2500 $ $ -
Gain on purchase . 991 389 —
Tax expense .. 394 155 Po—
Total gain, net of tax . .. $ 597 $ 234 $ -
Protection One
Bonds
Face value™ © $119510  $90,204 $ 200,489
Gain on purchase 19,832 34,332 75,755
Taxexpense .. . 6,941 12,016 26,514
Total gain, net of tax . § 12,891 $22,316 § 49,241

“ Represents the fair value of a call option associated with our putable/callable notes
(see Note 19)

®[n 2001, $37.9 million of these bonds were purchased by Westar Industries and
$276 million of these were transfened to Protection One in exchange for cash

@ 1n 2000, $170 0 million of these bonds were purchased by Westar Industnes and
$103 9 mullion of these were transferred to Protection One in exchange for cash and
the settlement of certain intercompany payables and receivables

See Note 26 for information about a change m accounting treatment
that requires that gains and losses arising from the purchases and
sales of these secunties be recorded as other mcome rather than as an
extraordinary tem See Note 34 for nformation regarding purchases
_of secunties that have occurred dunng 2003. -

Tax Sharing Agreement

We have a tax sharing agreement with Protection One. This pro rata
tax sharing agreement allows Protection One to be reimbursed for
current tax benefits utithzed in our consolidated tax retum. We and
Protection One are ehgble to file on a consohdated basis for tax
purposes so long as we maintain an 80% ownership interest in
Protection One. We reimbursed Protection One $13.5 million for tax
year 2001 and $7.4 million for tax year 2000. On March 11, 2003,
the KCC issued an order that allows us to make a cash payment to
Protection One of approximately $20 million for tax year 2002.

Financial Advisory Services

Protection One entered 1nto an agreement pursuant to which it paid a
quarterly fee to Westar Industries for financial advisory services equal
to 0.125% of its consohdated total assets at the end of each quarter.
This agreement was approved by the independent members of
Protection One’ board of directors. Protection One mcurred approx-
mately $3 6 million of such fees during the year ended December 31,

+ 2002 These amounts have been eliminated in our -consolidated

financial statements. This agreement was termmated effective
September 30, 2002.

Loans to Officers

Duning 2001 and 2002, we extended loans to our officers for the
purpose of purchasing shares of our common stock. The officers are
personally liable for the repayment of the loans, which are unsecured
and bear interest, payable quarterly, at a variable rate equal to our
short-term borrowing rate. Thé loans mature on December 4, 2004.
The aggregate balance outstanding at December 31, 2002 was
approximately $1.8 mllion, which is classified as a reduction to
shareholders’ equity m the accompanying consolidated balance
sheets. For the year ended December 31, 2002, we recorded approx-
mately $97,000 in interest income on these loans. No additional
loans will be made as a result of federal legislation that became
effecuve July 30, 2002.

Transactions Between Westar Energy and KGE

We perform KGES cash management function, including cash
receipts and disbursements An intercompany account 1s used to
record net receipts and disbursements between us and KGE. KGE%
net amount payable from affihates approximated $24.1 ‘million at
December 31, 2002, and the net amount receivable from affiliates
approximated $17.3 million at December 31, 2001. These inter-
company charges have been eliminated in consolidation.

We provide all employees utilized by KGE. We allocate certain
operating expenses to KGE. These expenses are allocated, depending
on the nature of the expense, based on allocanon studies, net
investment, number of customers, and/or other appropriate factors.
We believe such allocanon procedures are reasonable.
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Transactions with Protection One

During the fourth quarter of 2001, KGE entered into an opuion
agreement to sell an office building located in downtown Wichuta,
Kansas, to Protection One for approximately $0.5 million. The sales
pnce was determined by management based on three independent
appraisers’ findings. This transaction was completed dunng June
2002. We recogrized a loss of $2.6 milhon on this transaction, and
we expected to realize annual operating cost savings of approximately
$0.9 million. The cost 'savings will be treated as a regulatory hability
in accordance with a March 26, 2002, KCC order. For the year ended
December 31, 2002, we recorded $0.5 milhon m cost savings as a
regulatory liabihty.

Protection One Europe

On February 29, 2000, Westar Industnes purchased the European
operations of Protection One, and certan investments held by a
subsidiary of Protection One, for an aggregate purchase pnce of
$244 million. Westar Industries paid approximately $183 mullion n
cash and transferred Protection One debt securities with a market
value of approximately $61 million to Protecnon One. Cash proceeds
from the transaction were used to reduce the outstanding balance
owed to Westar Industries on Protection One’s revolving credit
facility. No gain or loss was recorded on this intercompany
transaction, and the net book value of the assets was unaffected.

29.WORK FORCE REDUCTIONS

In late 2001, we reduced our utlity work force by approxamately 200
employees through involuntary separations and recorded a
severance-related net charge of approximately $14.3 million. In
2001, Protection One also reduced its work force by approximately
500 employees mn connection with facility consolidations and recorded
a severance-related net charge of approximately $3.1 million.

During 2002, we further reduced our utility work force by approxi-
mately 400 employees through a voluntary separation program We
recorded a net charge of approximately $21.7 million 1n 2002 related
to this program. We have replaced and may continue to replace some
of these employees.

30.1CE STORM

In late January 2002, a severe ice storm swept through our utility
service area causing extensive damage and loss of power to numerous
customers. Through December 31, 2002, we mcurred $19.3 mullion
for restoration costs, a portion of which was capitalized. We have
deferred and recorded as a regulatory asset on our December 31,
2002 consohdated balance sheet restoration costs of approximately
$15.0 million. We have received an accounting authority order from
the KCC that allows us to accumulate and defer for potential future
recovery all operating and carrying costs related to storm restoration.
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31.POTENTIAL SALE OF UTILITY ASSETS

On October 14, 2002, we announced an agreement with Midwest
Energy, Inc. (Midwest Energy) for the sale to Midwest Energy of a
portion of our transmission and distribution assets and rights to
provide service to customers in an area of central Kansas. The sale will
affect about 10,000 customers, or about 1.5% of our total customers,
over 895 square miles. The area, which mncludes 42 towns, is on the
west edge of our service territory and is largely surrounded by
Midwest Energy’s existing territory. The proposed sale is contingent
upon approval by the KCC and FERC. KCC hearings have been
scheduled to begin on May 20, 2003. We can give no assurance as to
when or if this transaction will occur.

32. SEGMENTS OF BUSINESS

Our business is segmented based on differences m products and
services, production processes and management responsibility. We
have identified three reportable segments: Electric Utility, Monitored
Services and Other. .

= Electric Utility consists of our integrated electric utility operauons,
mcluding the generation, transmission and distribuhon of power to
our retail customers in Kansas and to wholesale customers, and our
power marketing activities.

m Monitored Services, including the net effect of minority mterests, 1s
composed of our security alarm momtoring businesses n the
United States and Europe.

n Other includes our approximate 45% ownershlp interest In ONEOK
at December 31, 2002, and other investments 1n the aggregate not
material to our business or results of operations.

We manage our busmness segments’ performance based on their
earnings (losses) before interest and taxes (EBIT) because EBIT is the
primary measurement used by our management to evaluate segment
performance. Our business managers have direct control over the
ttems that affect the EBIT of their segments and we therefore believe
EBIT is an appropnate measure of segment performance. EBIT does
not represent cash flow from operations as defined by GAAP, should
not be construed as an alternative to operating income and 1s
indicative neither of operating performance nor cash flows available
to fund our cash needs. ltems excluded from EBIT are sigmficant
components in understanding and assessing our financial perfor-
mance. Interest expense, income taxes, discontinued operations,
cumulative effects of accounting changes and preferred dividends are
items that are excluded from the calculation of EBIT. Our compu-
tation of EBIT may not be comparable to other similarly titled
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measures of other companies. We have no single external customer
from which we receive 10% or more of our revenues.

Electric Monitored

Geographic Information

Our sales and property, plant and equipment by geographic area are
as follows.

Utility® Services®  Other'® Total
{in Thousands)
Sales $1,422899 § 347967 § 252 §1,771,118
Depreciation and
amortization 171,749 98,11 58 269,918
Earnings (loss) before
wnterest and taxes 246,993 (369,848) 68491 (54,364)
Interest expense 269,283
Earnings {loss) before
income taxes (323,647)
Additions to property,
plant and equipment 126,763 8,607 - 135,370
Customer account : '
acquisitions . . - 43,391 - 43,391
As of December 31, 2002
Goodwil . .. .. ... - 41,847 - 41,847
Identrfiable assets ... ... 5,033,329 638936 770,834 6,443,099
Electric Monitored
Year Ended December 31, 2001 Unlity Services  Other*® Total
{in Thousands)
Sales . . $1,307,177 § 408330 § 1,359 $1,716,866
Depreciation and
amortization . 185,156 225,133 364 410,653
£arnings (loss) before
nterest and taxes 207,057 (77,074) 23936 153,919
Interest expense . 260,795
Earmings (loss) before
income taxes (106,876)
Additions to property,
plant and equipment 226,996 8,051 — 235,047
Customer account
acquisitions . - 23,084 - 23,084
As of December 31, 2001
Goodwill .. . . . . - 879,602 324 879,926
identifiable assets 4,932,447 1,883,786 816919 7,633,152
Electric Monitored
Year Ended December 31, 2000 Utility Services Other'®® Total
{in Thouands)
Sales . . . $1,359522 3 529,584 § 1,484 $ 1,890,530
Depreaation and
amortization . 175,839 245,297 2,116 423,252
Earnings (loss) before
interest and taxes 331,330 (5,678) 169,211 494,863
Interest expense . 281,487
Earmings (loss) before
income taxes 213,376
Addrtions to property,
plant and equipment 285,431 21,998 - 307,429
Customer account acquisitrons - 45,708 - 45,708
As of December 31, 2000
Goodwill ... . —_— 970,274 347 970,621
Identifiable assets 4961,240 2,175,706 664,774 7,801,720

“ EBIT wncludes a $22 9 million reserve for potential habihnes to Mr Wattsg and Mr
Lake and a $22 6 nulhon charge recorded for marking to market changes in the fair
value of the call opuion of the putable/callable notes

® EBIT includes $338 1 mullion impairment of custome accounts and $140 0 milhon
impan ment of goodwill

“ EBIT includes investment earnings of $65 6 milhon

“"Sales und goodwill are from a whally owned subsidiary of Westar Indusines
providing paging se1vices, which was sold duning the furst quarter of 2002

“'EBIT includes earnings on investments of 338 4 million and loss on extinguushment
of debt of $17 3 mulhon

VEBIT includes the gam on the sale of our investment n a gas compiession company
of $91 1 mullion and the gan on the sale of other maiketable secuntes of $24 9 million

For the Year Ended December 31, 2002 2001 2000
{in Thousands)
Sales .
United States operations $1,714,702  $1,641,382 $1.756,591
International operations . 56,416 75,484 133,999
Total ee o . .M N8 $1,716866 $1,890,590
As of December 31, 2002 2001 2000
{tn Thousands)
Property, plant and equipment, net
United States operations . . $3.991,875 $4,067,355  $4,002,623
International operations . . . ... 3,496 3,633 8,107
Total. ..... . $3,995371  $4,070,988 - $4,010,730
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The amounts 1n the table are unaudited but, n the opmon of management, contain all adjustments (consisung only of normal recurnng
adjustments) necessary for a fair presentation of the results of such penods Our electric business is seasonal in nature and, m our opmon,
compansons between the quarters of a year do not give a true ndication of overall trends and changes in operations.

First Second Third Fourth
(In Thousands, Except Per Share Amounts)
2002
Sales 404,901 $ 419,945 $529,115 $417,157
Gross p'of“ 287,544 299,892 386,248 290,612
Net income (loss) from connnulng operauons before aa:oummg change . (121,141) 10,618 43,775 (99,294)
Netincome(loss) ... . ..... (746,526) ' 9,275 43,567 (99,317)
Earnings (loss) per share avaulahle from cmtmumg opetatlons for
common stock before accounting change

Bastc. .. ... .. ... . § (169) $§ 015 $ o6 § (139)

Diluted ...... e e e e $ (169) $ 015 $ o061 $ (1.39)
Cash dwidend percomon share . . . $ 030 $ 030 $ 030 $ 030
Market price per common share. )

Hgh ..... § 18.00 $ 178 $ 1600 § 1202

Low $ 1579 $ U5 s a4 $ 850

First Second Third Fourth
(in Thousands, Except Per Share Amounts)
2001
Sales . .. . . $422,515 $ 410,802 $513,490 $370,059
Grossproft . . . .. .. ... .. 289,819 284,162 355,802 252,700
Net income {loss) from cantmumg operauons before accountmg change e e (14,061) (30,134) 36,144 (30,481)
Netmcome (loss) . e e 4,450 (30,188) 35,976 (31,114)
Earnungs (oss) per share avallable from mnmumg operatlons for
common stock before accounting change .

Basic .. .... $ (020) $  (043) $ 0% $ (044)

Diiuted . . $ (020) $ (043) § o5t $ (044)
Cashdmdendpercommonshare . $§ 030 $ 030 § 030 $ 030
Market pnce per common share

Hgh ... . $ 25875 $ 25.820 $ 22900 $ 17.801

low . § 21800 $ 20.000 $ 15620 $ 16.000
34. SUBSEQUENT EVENTS We sohaited and received indications of value for Protection One

Europe from potential buyers. These indications of vatue are withm a

Proposed Dispositions

The Debt Reducton Plan contemplates the sale of our interests
Protection One Europe with a targeted closing of md-2003 and the
sale of our mnterest in Protection One with a targeted closing by late
2003 or early 2004. Consistent with the Debt Reduction Plan, on
January 13, 2003, we announced that our board of directors
authonzed management to explore alternatives for disposing of our
mnvestments in Protection One and Protection One Europe, and we
have retained financial advisors to assist with the possible sales. A
special committee compnsed of mdependent directors of Protection
One’ board of directors has been formed, and the commttee has also
retained a financial adwvisor. As a result of these decisions, these
operations were classified as discontinued operations dunng the first
quarter of 2003 pursuant to the provisions of SFAS No. 144

As discontinued operations, we wall be required to determine the fair
value of our mvestment. which will be the net amount we expect to
reahze from the sale of the investment The investment must be
reported at the lesser of our recorded basis or the esumated fair value
1f the fair value 1s less than our recorded basis, we will be required o
record an expense equal to the amount by which our basis exceeds
the esumated fair value. which could be matenal

range we would be willing to accept. They indicated the recorded
goodwill for Protection One Europe had no value. Accordingly. we
recorded a $36 million impairment charge in the fourth quarter of
2002 to reflect the mmpairment of all remaming goodwill at
Protecion One Europe. We are willing to accept offers in the
indicated range due to our abulity to use the tax loss on this sale to
offset the taxes that would otherwise be due from our sale of other
investments. We will recogmze a $58 million tax benefit n the first
quarter of 2003 when Protection One Europe 1s classified as a
discontinued operation.

Payments to Protection One

On March 21, 2003, we paid approximately $1.0 million to
Protecion One as reimbursement for informauon technology
services provided to us, and related costs ncurred, by a subsidiary of
Protection One On March 21, 2003, we also paid approximately
$3 6 million to Protection One as remmbursement for aviauon
services provided by a subsidiary of Protecuon One and for the
repurchasc of thé stock of the subsidiary These payments were
authorized by the KCC i an order 1ssucd March 11, 2003, which 1s
descnbed in Note 3

MY (el
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Purchase of Stock from Protection One

On February 14, 2003, we purchased 850,000 shares .of our
common stock and approximately 34,000 shares of our preferred
stock from Protection One for approximately $11 6 milhon. This
transaction was approved by the KCC. The shares of common stock
are being held as treasury stock and the shares of preferred stock have
been reured. This transaction had no effect on the consohdated
financial statements

Purchases of Debt Securities

From January 1, 2003 through March 14, 2003 we purchased
$35 3 milhion face value of our putable/callable notes and $43 0 mllion
face value of our 6.875% senior unsecured notes n the open market

Termination of Plane Lease

During March 2003, we terminated the lease of an airplane and
incurred an expense of $5 9 million related to this termmation

35. POTENTIAL LIABILITIES TO DAVID C.WITTIG
AND DOUGLAS T. LAKE

Dawvid C. Wittig, our former chairman of the board, president and
chuef executive officer, resigned from all of his positions with us and
our affiliates on November 22, 2002. Douglas T. Lake, our executive
vice president and chief strategic officer, was placed on admunistrative
leave from all of his posinons with us and our affihates on December 6,
2002. In connection with these acuons, we reserved all nghts and
claims we may have against Mr. Wittig and Mr. Lake ansing under
their employment agreements, any other agreements wath us, or any
plan, program or policy m which they participated. In their respective
resignation and leave letters, Mr. Wittig and Mr. Lake stated that they
reserved all rights and claims they may have agamst us.

During their active employment with us, we accrued liabilities
totaling approximately $27.4 milhon for compensation not yet pad
to Mr. Wittig and Mr. Lake under vanous plans. The compensanon
mcludes restricted share unit awards, deferred vested shares, deferred
restricted share unit awards, deferred vested stock for compensation,
executive salary continuation plan benefits and, m the case of Mr.
Wittig, benefits ansing from a spht dollar life insurance agreement.

Addinionally, as required by GAAP, we have made provisions in
our financial statements for an addiional amount of approximately

. $22'9 milhon should 1t later be determined that we are obligated to

pay Mr Wittg and Mr. Lake any amounts under their employment
agreements. We do not concede, however, that any amounts are owed
to Mr. Wituig or Mr. Lake, and we believe that we may have potential
claims and defenses against Mr. Witug and Mr. Lake.- The compen-
sation could mnclude a pro rata portion of their unpaid bonuses for the
year in which termination occurred, unused vacation, accurnulated
sick leave, severance, restnicted share unit awards and related
diwidend equivalents, and increased executive salary continuation
plan benefits. We behieve the amount reserved adequately provides
for potential obhganons to Mr. Wittig and Mr. Lake.

In addiuon to these amounts, we could also be obbgated to record

additional expense each year m which payments are made to Mr.
Witg and Mr. Lake pursuant to the executive salary continuation
plan. Assuming an expected payout period of 35 years, the aggregate
nominal amount of these expenses would be approximately
$17.9 million for Mr. Wittig and $9.0 million for Mr. Lake. Also, if
stock performance requirements for some restricted share unit awards
were to be sausfied, we would be required to record additional

compensation expense of approximately $4.4 million to Mr. Wittig and
Mr. Lake.

As of March 31, 2003, neither Mr. Wittig nor Mr. Lake has asserted
any nghts or claims against us for any of the amounts described
above. We are unable to predict whether they will assert any rights or
claims in the future. If they did so, we will vigorously defend against
such clamms and potentially assert counterclaims; however, the
ulumate resolution of these matters is outside our control.

ITEM 9. CHANGES IN AND DISAGREEMENTS
WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

Effecive May 30, 2002, the Audit and Finance Committee of our
board of directors decided not to engage Arthur Andersen LLP
(Andersen) as our public accountants and engaged Deloitte &
Touche LLP (Deloitte & Touche) to serve as our principal accountants
for fiscal year 2002 This matter was previously reported by us on our
Form 8-K dated May 30, 2002 filed wath the SEC. C
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ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The mformaton relating to our directors required by ltem 10 1s set forth 1n our defimuve proxy statement to be filed wath the SEC for our 2003
Annual Meeung of Shareholders to be held on June 16, 2003 Such information 1s ncorporated heremn by reference to the material appeanng
under the caption “Election of Directors” m the proxy statement to be filed by us with the SEC. .

EXECUTIVE OFFICERS OF THE COMPANY

Name Age Present Office

Other Offices or Positions Held During the Past Five Years

James S. Haines, Jr 56 Director, Chief Executive Officer
and President (since December 2002)

The University of Texas at El Paso —
Adjunct Professor and Skov Professor of Business Ethics
(January 2002 to Present)
El Paso Electric Company —
Director, President and Chief Executive Officer-
(May 1996 to November 2001)

Wilham B Moore 50 Executive Vice President and Chief
Operaung Officer (since December 2002)

Saber Partners, LLC -
Senior Managing Director and Senior Advisor
{October 2000 10 December 2002)
Westar Energy —
Execuuve Vice President and Chiel Financial Officer,
Treasurer (May 1999 to August 2000)
Acting Executive Vice President, Chief Financial Officer,
Treasurer (October 1998.to May 1999)
Chairman of the Board, KGE, and President
(June 1995 to October 1998)

Mark A Ruelle 41 Executive Vice President and
Chief Financial Officer (since jJanuary 2003)

Sierra Pacific Resources, Inc. ~
President, Nevada Power Company
(June 2001 1o May 2002)
Senior Vice President, Chief Financial Officer
(March 1997 1o May 2001)

Richard A Dixon 59 Semor Vice President, Operations Strategy
(since March 2003)

Westar Energy, Inc. -

Sentor Vice President, Customer Operations
(October 2001 to March 2003)

Vice President, Transmission Services
(May 2000 to October 2001)

Executive Director, System Operauons
(January 1999 1o Apnl 2000)

Executive Director, Transmission Services
(September 1996 to December 1998)

DouglasR Sterbenz 39 Senior Vice President, Generauion and Markeung
(since October 2001)

‘Westar Energy, Inc. -
Senior Director, Bulk Power Marketing
(January 1999 to October 2001)
Manager, Bulk Power Marketing
(August 1998 to December 1998)
Energy Trader (May 1997 to July 1998)
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The information required by Ttem 11 will be set forth in our defimuive proxy statement to be filed with the SEC for our 2003 Annual Meeting of.
Shareholders to be held on June 16, 2003 Such information 1s incorporated herein by reference 1o the matenal appeanng under the capuions
“Information Concerning the Board of Directors,” “Execunive Compensauon,” “Compensation Plans” and “Human Resources Commuittee Report”
n the proxy statement 1o be filed by us with the SEC

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The mformation required by Item 12 wall be set forth m our defimive proxy statement to be filed with the SEC for our 2003 Annual Meeung of
Shareholders to be held on June 16, 2003. Such informanion 15 tncorporated herein by reference to the matenal appearing under the captions
“Beneficial Ownership of Voting Securities” and “Equity Compensation Plan Information™ i the proxy statement to be filed by us with the SEC.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by Item 13 wall be set forth n our defimitive proxy statement to be filed with the SEC for our 2003 Annual Meeting of
Shareholders to be held on June 16, 2003 Such mnformauon is incorporated herem by reference to the matenal appeanng under the capuon
“Certain Relationships and Related Transactions” in the proxy statement to be filed by us wath the SEC.

ITEM 14. CONTROLS AND PROCEDURES

Within the 90-day penod prior to the filing date of this report, an evaluation was carned out, under the supervision and with the
participation of our management, includmng our chiefl execuuve officer and our chief finanaial officer, of the effectiveness of the design and
operation of our disclosure controls and procedures pursuant to Rule 13a-15 of the Secunties Exchange Act of 1934 Based upon that
evaluation, our chief executive officer and our chief financial officer concluded that our disclosure controls and procedures were effective,
1n all matenal respects, with respect to the recording, processing, summarizing and reporting, within the time penods specified in the SEC’
rules and forms, of information required to be disclosed by us n the reports that we file or submit under the Exchange Act.

There have been no significant changes i our internal controls or 1n other factors that could sigmficantly affect internal controls
subsequent to the date of the evaluation descnbed above.

PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

FINANCIAL STATEMENTS INCLUDED HEREIN
Report of Independent Pubhc Accountants
Consohidated Balance Sheets, December 31, 2002 and 2001
Consohdated Statements of Income for the years ended December 31,2002, 2001 and 2000
Consohdated Statements of Comprehensive Income for the years ended December 31, 2002, 2001 and 2000
,Consohdaled Statements of Cash Flows for the years ended December 31, 2002, 2001 and 2000

Consolidated Statements of Shareholders’ Equity for the years ended December 31, 2002, 2001 and 2000
Notes to Consohdated Financial Statements '
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Schedules omitted as not apphicable or not required under the Rules of Regulation S-X- L, 111, IV, and V

REPORTS ON FORM 8-K FILED DURING THE QUARTER ENDED DECEMBER 31, 2002:

Form 8-K filed October 1, 2002 —
Form 8-K filed October 4, 2002 -

Form 8-K filed November 1,2002 —

Form 8-K filed November 8,2002 —

Form 8-K filed November 15, 2002 —
Form 8-K filed November 25, 2002 —

Form 8-X filed December 9,2002 —

Form 8-K filed December 27, 2002 —

Clanfication of the amount of a charge expected to be included in third quarer 2002 results
resultng from marking to market the amount of a hability arising from a call option related to
our 6 25% senior unsecured notes 1ssued in August 1998.

Announcement that our board of directors modified the Special Committee membership
appointed to investigate certain matters relating to a grand jury investigation and subpoenas
served by the United States Attorney’s Office in Topeka, Kansas.

Announcement that we will restate our first and second quarter 2002 financial statements to
reflect an addituonal impairment at Protection One, Inc. pursuant to the apphcation ‘of
Statement of Financial Accounting Standards Nos. 142 and 144, and to reflect a previously
reported non-cash charge related to marking to market the amount of a potential hability
ansing from a call option related to our 6 25% semior unsecured notes 1ssued in August 1998.

Announcement of the indictment of David C. Wittig, our former chairman of the board,
president and chief executive officer, by a federal grand jury :n Topeka, Kansas, making
allegations relating to Mr Wattigs personal dealings and that Mr. Witnig had been placed on
admnistrative leave. .

Announcement that John C Dicus retired from our board of directors.

Announcement that we accepted the resignation of David C. Withg on November 22, 2002
from all of his posiions wath us and our subsidianes or affiliates.

Announcement that James S Haines, Jr. was appointed to our board of directors and as our
chief executive officer and president, effective December 9, 2002.

Announcement that on December 6, 2002, Douglas T. Lake resigned as our director, as
chairman of the board of Protection One, and as a director of all of our other subsidiaries and
affiliates for which he serves as director. In addition, we accepted Mr. Lakes request to be
placed on leave from his position as our executive vice president and chief strategic officer,
without pay.

Announcement that on December 23, 2002, the KCC issued an order modifying an order
1ssued on November 8, 2002 addressing our financial plan.

Announcement that on December 16, 2002, we received a subpoena from FERC seeking
details on power trades with Cleco and 1ts alfiliates, documents concerning power transactions
between our system and our marketing operations and mformation on power trades in which
we or other trading compames acted as intermedianes '
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" SIGNATURE

Pursuant to the requirements of Sections 13 or 15(d) of the Secunues Exchange Act of 1934, the registrant has duly caused this report to
be signed on 1ts behalf by the undersigned, thereunto duly authonzed.

WESTAR ENERGY, INC.
Date. Apnl 11, 2003 By: /s/ MARK A RUELLE

Mark A Ruelle,
Executive Vice President and Chief Financial Officer

SIGNATURES

Pursuant to the requirements of the Secunties Exchange Act of 1934, this report has been signed below by the following persons on behalf
of the regstrant and in the capacities and on the dates indicated:

Signature Title Date
/s/ JAMES S. HAINES, JR. " Director, Chief Execuuive Officer and President Apnl 11, 2003
(James S. Haines, Jr.) (Principal Execunve Officer)
/s/ MARKA RUELLE Execuuve Vice President and Chuef Finanaal Officer Apnl 11, 2003
(Mark A. Ruelle) (Pnncipal Finanaial and Accounting Officer)
/s/ CHARLES Q. CHANDLER IV Chairman of the Board April 11, 2003

(Charles Q Chandler 1V)

/s/ FRANK J. BECKER Director
(Frank ] Becker)

April 11, 2003

/s/ GENE A. BUDIG Director

April 11, 2003
(Gene A. Budig)
/s/R. A. EDWARDS 111 Director Apnl 11, 2003
(R A. Edwards III)
/s/LARRY D. IRICK Director April 11, 2003
(Larry D. Irick)
/s/ JOHN C NETTELS, JR. Director Apnl li, 2003

John C. Nettels, Jr.
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SHAREHOLDER

INFORMATION & ASSISTANCE

Westar Energy Shareholder Services
department offers personalized
service to the company’ individual
shareholders. We are the transfer
agent for Westar Energy common
and preferred stock. Shareholder
Services provides information and
assistance t0 shareholders regarding:

* Dividend payments

® Historically paid on the first
busmness day of January, April, July
and October

* Direct deposit of dividends

¢ Transfer of shares

e Lost stock certificates assistance

* Direct stock purchase plan assistance
® Dividend reinvestment

® Purchase additional shares by
making optional cash payments
by check or monthly electronic
withdrawal from your bank account

® Deposit your stock certificates into
the plan for safekeeping

® Sell shares

Please contact us in writing to request
ehmination of duplicate mailings because
of stock registered in more than one

way. Mailing of annual reports can be

eliminated by marking your proxy card to
consent to accessing reports electronically

on the Internet.

Please visit our Web site at www.wr.com.
Registered shareholders can easily access

their account information online by going

to Financial Info and clickang on
My Shareholder Information.

®

This report wa. printec on recycics papet UsIng soy-based ink:

CONTACTING SHAREHOLDER SERVICES

TELEPHONE
Toll-free: (800) 527-2495
In the Topeka area. (785) 575-6394
Fax: (785) 575-1796
ADDRESS

Westar Energy, Inc.
Shareholder Services
PO. Box 750320
Topeka, KS 66675-0320

E-MAIL ADDRESS
sharsves@wr.com

Please include a dayume telephone '

number in all correspondence.

CO-TRANSFER AGENT

Conunental Stock Transfer
& Trust Company

17 Battery Place, 8th Floor
New York, NY 10004

CONTACTING INVESTOR
RELATIONS

Telephone:  (785) 575-1898

Address:
Investor Relations
‘Westar Energy, Inc.
PO Box 889
Topeka, KS 66601-0889

E-mail Address: investrel@wr.com

Copies of the Form 10-K Annual
Report to the Securities and Exchange
Commussion and other published
reports can be obtained without charge
by contacting Investor Relations at the
above address or by accessing the
company’s home page on the Internet
at www.wr.com.

TRUSTEE FOR BONDS

Pnincipal Trustee, Paying Agent
and Regstrar

The Bank of New York

2 North LaSalie Street Suue 1020
Chicago 11 60607 3802

(800) 548 5075

Wil Stolhand, distribution system

2002 WESTAR ENERGY

CORPORATE INFORMATION
CORPORATE ADDRESS

Westar Energy, Inc.
818 South Kansas Avenue
Topeka, KS 66612-1203
(785) 575-6300
WWW.WL.com

CoMMON STOCK LISTING

Ticker Symbol (NYSE): WR
Daily Stock Table Listing:
‘WestarEngy

operator, left, and Phil Sadler, senior
manager, distribution system operations,
track a storm as it enters the Westar
Energy service territory at the Wichita
System Controf Center.
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XVIII.
Corporate Political Activity

In the course of our investigation, we learned facts showing that certain of the
Company’s executives, including Messrs. Wittig, Koupal and Lawrence, engaged in
organized efforts to provide political contributions to candidates for state and federal
office who were perceived to support issues of interest to the Ct;mpany. While
individuals may freely engage in such political activity, corporations are prohibited by
federal law from contributing directly or indirectly to the campaigns of candidates for
federa] office. The activities of these corporate executives, therefore, present the
question of whether, while engaged in these political activities, they were acting in their
corporate capacity and on behalf of the Company or in their individual capacity.

The political contributions by Company executives and related activities
described in this section of our report were not a primary focus of our investigation. Asa
result, the analysis contained in this section of the report is based upon limited and
possibly incomplete information. Nevertheless, based upon the record developed to date,
we have leamned sufficient facts to understand certain apparently recurring political
contribution-related activities by senior executives that we believe warrant further
scrutiny by ‘the Company.

A. The Underlying Political Activity.

During the course of interviews and document review, we learned that Mr. Wittig,

with advice and assistance from Messrs. Koupal and Lawrence. the Company’s vice

president for public affairs. (1) advocated the elecign of paruicular candidates 1n Jocal.



state, and federal elections; (ii) “budgeted” for individual officer contributions without
any ipput from those officers; (iii) requested specific contributions from individual
officers; and (iv) collected the contributions to be forwarded to specific candidates.
Documents obtained during our investigation reveal that members of management
repeatedly asked other corporate executives to support candidates for elective office and
solicited contributions for those candidates. See, e.g., [Exhibit 236 (May 20, 2002 e-mail
from Mr. Lawrence to Mr. Lake explaining why Mr. Lake should contribute funds to
Congressman DeLay’s campaign); Exhibit 237 (May 17, 2002 memorandum from
Mr. Lawrence regarding campaign contributions); Exhibit 238 (September 20, 2000
memorandum from Mr. Koupal to Mr. Lake suggesting political contributions to s.peciﬁc
federal and state candidates); Exhibit 239 (spreadsheet showing proposed 2000 campaign
contributions).] According to our interviews with Company executives, members of
management had a practice of soliciting individual officers for recommended political
contributions earmarked for particular candidates. According to these interviews and a

small sampling of documents, the process worked as follows:

. Mr. Winig, with advice from other officers, would decide on which candidates the
Company would support. Mr. Wittig would adjust the list periodically.

J Mr. Wittig, again with the advice of others — principally Mr. Koupal and
Mr. Lawrence — would develop a list of suggested contribution amounts from
Company officials.

° On the basis of this list, a member of management would request via company

e-mail, memoranda, or verbally, the contribution amounts specified for each of
the officers. Until his departure in October 2001. Mr. Koupal had primary
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responsibility for soliciting contributions in this manner.'>® After Mr. Koupal left,
the responsibility for soliciting contributions was assumed by Mr. Lawrence.

. Until his departure, Mr. Koupal had responsibility for gathering the checks from
the listed officers and forwarding them to the candidates. After Mr. Koupal’s

departure, this task also fell to Mr. Lawrence. Mr. Lawrence said that he

collected the contributions and usually placed thern in a single envelope to hand
to the candidate or a staff member.

These types of activities go back at least to September 2000. A chart from that
time lists six executive council officers on one axis and eight candidates on the other, and |
provides suggested contributions from each officer for each candidate. [Exhibit 239.] By
May 2002, the list of officers from whom contributions were solicited appears to have
been expanded, encompassing a total of 13. [Exhibit 237.] Around November 2001,

Mr. Wittié héd developed a donation schedule for the officers that provided for a
budgeted contribution per $1000 of contribution needs. The budgeted contributions
ranged from $300 per thousand for Mr. Wittig and $200 per thousand for Mr. Lake to $30 .
per thousand for Mr. Lawrence and six other officers. [Exhibits 237 and 240.]

Checks from Mr. Lake provide evidence that at least some of the Company’s
officers adhered to these proposed contribution amounts. A series of Mr. Lake’s checks
dated September 26, 2000 are 'to the same candidates and in precisely the amount
requested of him in Mr. Koupal’s September 20, 2000 memorandum soliciting the
contributions. Compare Exhibit 241 with Exhibits 238 and 239. Similarly, a series of ‘

Mr. Lake’s checks dated May 22, 2002 are to the same candidates and in precisely the

130 Mr. Koupal claimed in his interview that he did not report the results of his
solicitation efforts 10 Mr. Witug



same amount requested of him in Mr. Lawrence’s May 20, 2002 e-mail. Compare
Exhibit 242 with Exhibit 236.

Several employees indicated in interviews that they could refuse to make
contributions to a particulér candidate. In that event, however, they said they would be
given a different candidate to whom they could contribute. None of the officers we spoke
to reported having been told that his or her job would be in jeopardy or that there would
be any other form of retribution if he or she did not contribute. But at least some officers
felt pressured to contribute, and were of the view that Mr. Wittig had let it be known that

he wanted officers to contribute when Mr. Koupal came to ask. Even so, at least one

declined to contribute at all,''!

and others refused to contribute to specific candidates.

B. Assessment of this Activity.

Under the Federal Election Campaign Act (“FECA”), a corporation is prohibited
from making any “contribution or expenditure in connection with a federal election.”
2U.S.C. § 441b(a); see also 11 C.F.R. § 114.2(b). For these purposes, contributions
include both “direct and indirect payment[s] . . . , or gift[s] of money, or any services, or
anything of value.” 11 C.F.R. § 114.1(a)(1).

Consistent with this broad prohibition, a corporation may not “facilitate” the
making of a contribution by a member of its “restricted class” — i.e., the corporation’s
executive or administrative personnel and their families. 11 C.F.R. § 114.2(f)(4)(ii). A

corporation “facilitates” the making of a contribution when it provides materials for the

11 We note. however. that this refusal occurred 1n the fall of 2002.



purpose of transmitting or deliven'ng“the contributions, i.e. stamps, addressed envelopes,
or any other similar item that would assist in the delivering of contributions. 11 C.F.R.
§ 114.2(f)(2)(i1). A corporate employee nevertheless may use the facilities of the
corporation to engage in “individual volunteer activity” in connection with a federal
election, so long as the employee either (i) uses those facilities only on an o‘ccasional,
isolated or incidental basis and reimburses the company for the pverhead or operating
costs of such occasional use; or (ii) makes more than occasional use of the company’s
facilities, but reimburses the corporation within a commercially reasonable time for the
normal rental charge of the facilities. 11 C.F.R. § 114.9(a)(1). If such reimbursement
does not occur, a prohibited corporate contribution could result. See Federal Election
Commission, Advisory Opinion (“AQ”) 1999-17. Use of corporate facilities is per se
occasional, isolated or incidental when it does; not exceed one hour per week or four
hours per month. 11 C.F.R. § 114.9(a)(1)(ii1). A corporation also improperly facilitates
contributions if it uses coercion, including threats of detrimental jlob action or financial
reprisal, to persuade an individual to make a contribution to a candidate. 11 C.F.R.
§114.2(£)(2)(iv).

A corporation also fnay not act as a “conduit” for the making of political
contributions. 11 C.F.R. § 110.6(b)(2)(ii); AO 1997-22 (Nov. 13, 1997). A corporation
acts as a “conduit” if it receives and forwards an earmarked contribution to a candidate or
the candidate’s authorized committee. 11 C.F.R. 110.6(b)(2). An individual, in contrast.
may permissibly act as a “conduit.” provided that he or she files a report providing details

of such activities to the Federal Elecuon Commussion 11 C.FR & 110 6(c)




o0
R
&n
e
(]
L |
=F
T
3
Lt
™y

Despite these broad prohibitions on corporate political contributions, a
corporation may make “communications on any subject, including communications
containing express advocacy, to their restricted class or any part of that class.” 11 CFR.
§ 114.3(a)(1). These communications can even suggest that the members of the restricted
class make a personal contribution to a particulér candidate.

Based upon our limited investigation of this issue, many aspects of the efforts
undertaken by executives of the Company to solicit and encourage political contributions
appear entirely proper under FECA and the relevant Federal Election Commission
regulations. The contribution solicitations themselves appear to be permitted under the
regulations and also appear to be directed appropriately towards a subset of the restricted
class consisting of the Company’s most senior executives. Nevertheless, several aspects
of the actions of Messrs. Wittig, Koupal and Lawrence raise troubling questions .
concerning possible facilitation of contributions by the Company and suggest that the
Company — or at least some of its senior officials — may have acted as a conduit.

First, the limited information we learned strongly suggests that part of
Mr. Koupal’s, and later Mr. Lawrence’s, job was to advocate for certain candidates and to
suggest that specific executive officers of the Company make predetermined
contn'butiéns to candidates chosen by the Company’s chief executive. Mr. Koupal
appeared to use corporate stationery for this purpose [Exhibit 238.] and Mr. Lavﬁence
appeared to use the Company’s e-mail system for such activity [Exhibit 236.]). Their
activities appeared 10 be orgamized and coordinated with the wishes of the Company’s

chief execuive Messrs Koupal and Lawrence also do not appear 1o have been engaged

340



an
oy
o
o
™~
el
T
=T

Ay
'

5
4
p

&
g
- 03
2=
p
:;’

&
L 14

in “individual voluntary activity,” but to have been performing their job functions. Asa
result, the activities of Messrs. Koupal and Lawrence appear to have been designed to -
facilitate the making of contributions and should be considered suspect. Nevertheless,
based upon the information available to us — establishing two episodes of such political
activity from 2000 to 2002 — we remain uncertain whether such activity was more than
the “occasional, isolated and incidental” activity that may be permitted by the regulations.

Second, at least one employee complained to us in interviews that employees felt
coerced and intimidated into making requested contributions by Mr. Wittig. The limited
record we developed, however, does not reflect any explicit threats or overt coercive
behavior. And employees said they felt they could decline to contribute to particular
candidates and one declined to contribute at all.

Third, in soliciting contributions, Mr. Koupal asked contributors to “return these
checks and we’ll deliver them tomorrow.” Similarly, in his solicitation, Mr. Lawrence
asked contlributors to “forward your personal check as soon as possible to my attention.”
Several employees said that checks were in fact collected by both of these individuals to
be forwarded to candidates. We believe there is a strong possibility that Mr. Koupal and
Mr. Lawrence may have become “conduits” for the contribution checks they collected
and passed on to candidates. Moreover, since they appear to have been acting in their
capacities as employees, such behavior likely was prohibited by Federal Election
Commission regulations. See 11 C.F.R. § 106.2(ii) (“[a]ny person who is prohibited from
making contnbutions . . . shall be prohibited from acting as a conduit™). Even if

M: Koupal and M1 Lawrence were acting stnctly in then individual capacities. we have

(93]
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seen nothing to suggest that they submitted a conduit report, as required by the
regulations.

During the course of our interview, Mr. Koupal told us that he thought the
Company’s political contribution practices had been reviewed by counsel, although he
had no firsthand knowledge. Mr. Terrill said that although election counsel reviewed the
Company’s Political Action Committee, he did not recall counsel reviewiﬁg the
Company’s practice of soliciting political contributions. We have not seen any records
that reflect consultation with counsel on contribution-related issues prior to the
commencement of our investigation.

The Federal Election Commission is authorized to enforce FECA by pursuing
either civil or criminal penalties for violations. In generz‘ll, the Commission is authorized
to séek a civil penalty not to exceed the higher of $5,000 or the amount of any improper
contribution. 2 U.S.C. § 437g(a)(5)(A). If the violation is knowing or willful, the
Commission may seek a civil penalty not to exceed the higher of $10,000 or double the
amount of the improper contribution. 2 U.S.C. § 437g(a)(S)}(B). The Commission also
may seek a criminal referral for a knowing and willful violation involving the making,
receiving or reporting of more than $2,000 in contributions during a calendar year. In
such a case, the Commission may seek to impose a prison sentence of up to one year or
may seek a fine of up to $25,000, three times the amount of the contribution, or both.

2 US.C. § 437g(d)(1)(A).
In light of the ncompleteness of the record resulting from our hmited review of ‘

the facts. we recommend that the Company retain counse] who specialize 1n election law



[ ]

(4]

matters to conduct a more thorough review of the propriety of these past activities, to
advise the Company on proper steps to take in light of the conclusions reached as a result
of that review, and to assist the Company in establishing any needed policies or practices
that would help the Company to avoid possible future problems with respect to political

contributions.
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- - May 17, 2002
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Memo: Suggested Campaign Contributions

Attached are three sheets of information regarding

also reflects the individnal budget based on the suggested participation provided in an
earlier memo. If you have questions about this Jegislation and what our needs are please

feel free to contact me.,

004

- DTL N¥ Qoo

estimated needs (first page) summerizes the total budget for our Washington efforts :
mgudingh?ednﬂﬁnanmmdinimpmunwxﬁnmdﬂmﬁngpmn

The second page is a budget allocation according to current needs as

recommended by our Washington Lobbyist.

) 'I'heﬁn?lpageisspmiﬁceonm'bnﬁonssuggutedonthe'bniaofthbudgc:to
specific campaigns. If you have any question about these allocations, please call. X
8411, Ontheumtnwds,ﬁmzisofﬂ:eum?lmefuwuﬂyourpmonnl check as

soon as possible to my attention (TGO 2) :

S
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Current needs for:
Rep John Shimkus (R IL)
Rep Sam Graves (R-MO)
Rep Anne Northup (R-KY)
Rep Shelley Moore Capito (R-WV) .
Tom Young for Congress (protégé of Senator Richard Shelby (R-AL)
Tom Delay (R-TX)

- Current needs $11,500.00
Corporate Soft Money , $25,000.00
David Wittig $300.00 § 3.450.00
Doug Lake $200.00 $ 2,300.00
Doug Sterbenz $ 10000 S 1,150.00
Paul Geist S 8500 $ 87750
Dick Dbxon $ 6000 § 63000
Jo Hunt $ 4500 S 51750
Doup Lawrence $ 8000 § 345.00
Lee Wages $ 3000 $ 345.00_.
Bruce Akin $ 3000 § 345.00
Larry Irick $ 30,00 § 34500
Peggy Loyd S 3000 § 345.00
Caruline Willlams S 3000 $§ 34500
Kelly Hanrison $ 3000 8 34500
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Recormmended Allocations of First Round

David Wittig:
£2,500.00
$1,000.00

Doug Lake:
$2,300.00

Doug Sterbenz:
$1.200.00

Paul Geist
$400.00
$350.00
3$250.00

Dick Dixon
$650.00

Jo Hunt
$400.00
3$100.00

Doug Lawrence
$300.00
$50.00

Leec Wages
$300.00
$£50.00

Bmce Akin
$300.00
$£50.00

Lamy Irick
$300.00
$50.00

Pecggy Loyd
$300.00
$50.00

Caroline Williams

3$300.00
Kelly Harrisan

$300.00

Tom Delay Congressional Committes
Tom Young for Congress

Tom Young for Cangress
Tom Young for Congress
Northup for Congress

Thmm!ﬁuun;::rthuupusj

" Shelley Moore Capito for Congress

Voluteers $or Shimkns
Graves for Congress

Graves for
Tom Young for Congréss .

Graves for Congress
Tom Young for Congress

Gnnmsﬁr(}n“mus
Tom Young for Congress

Northup for Congress
Tom Young for Congress

Northup for Congress
Tom Young for Congress

Vohmteers for Shimkus
Volunteers for Shimkus
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Total Estimated needs Federal Energy legislation and our effort w include grandfather
clause for financial restructuring plan.
Total Budget $31,500.0D
Soft Money (Corporate) $25,000.00
Devid Wittlg ‘830000 $ 9.450.00
Douglske - $200.00 $ €300.00
Doug Sterbenz $100.00 $ 3,150.00
Paul Gelst $ 8500 $ 267750
Dick Dixon § 60.00 S 1,880.00
. Jo Hunt $ 4500 °S 1417.50
Deoug Lawrence $ 3000 $ 9545.00
Lee Wages S S000 § 645.00
Bruce Akin § 3000 § 94500
Larry brick $ 3000 § 94500
Peggy Loyd $ 3000 § 84500
Caraline Williams S 3000 $§ 94500
Kelly Harrison $ 3000 § S45.00
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TO: Doug Lake
( iWéstem
FROM:  Carl Koups Resources:
' . INTERNAL
DATE: September 20, 2000 CORRESPONDENCE
SUBJECT: Contributlons
CC:
Below are the names of the committees for the contributions.
Please retum these checks and we'll deliver them together. You'll note one addition of a
Topeka City Council person.
Tiahrt for Congress
(] ' - Ryun for Congress
Lt
1 1] Jerry Moran for Congress
I "
™y . Dennls Moore for Congress v/
o .
L - Annie Keuther for State Representative
&T
(e} (-— Lynn Jenkins for Senate Campaign
Ty}
Y . Toelkes for State Representative
Gordon for State Representative
Vanessa Hill for Council ($100)
N WS118875
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Proposed 2000 Campaign Contributions

Vw.uva ANRA 1VVVIUY

H_ﬂ Jm%ni CMK
Congressman “$2,000 $500
| Congressman (Ryun) $500
| @EEEE Mﬂﬁse..bl ) uw%w% men
Other local races .
Annla Keuther $200
Lynn Jenking $1,000 $600
Dixie Toelkas $200
Lana Gordon $200 $400 $200
TOTAL K8 FEDERAL 87,100 | 92,060 | $3.700
" ESTIMATED GRAND TOTAL | 100 §2,650
”//.\\"
g i el e 1
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RECEIVED :
FEDEQAL'L;F‘
e o |§g°%0t‘lﬂ|5$|0l!

870CT -9 AN 9:02 ;

October 6, 1587

R R it S

phm WD NDE Y, ¢

ECPOUIIN 4 ot

L ,

W Federal Election Commission .
4] : ; 999 E Street, N.W. :
g N washington, D.C. 20463

] .

- E PAC Organization

. .

gg.' - Dear FEC: .

Iﬁ o Enclosed is our initial Statement of Organization. Please

ol : let me know if you need any additional information to register

™ us as a federal PAC.

Very truly yours,

Richard D. Kready

RDK:lar

cc: T.A. Mindrup
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STATEMENT OF ORGANIZATION RECEIVED

§. TYPE OF COMMITTEE (Check one)

[ ] @) This commiee is » pancipat campasgn commities. (Cumplete the candxate infcrmation below.)

1
3

r_:] (b) Thes commuitee 1s an authonzed committes, and ls NOT a pnncipal campaign commilise. (Complete the candidate informaion below.)

I Name of Cancdato Candviate Party Afilkabon | Offico Snught Stalo/Oletrict ‘| ‘

D {c) Tha committee supports/opposes only one candidate, and is NOT an authonzed commiine.
{name of can.hdate) <

D (d) This coramtee is & commitiee of the: : Panty.

{Nabor.al, Stale or subortinaty) (Democratc, Repubkcan, efc.)
[x] (o) This commvhiee s a separata segregaled tund. )

D (OTHIQ.MMMWMMWFMﬂﬂmm.MHNOTlmfll.mmlllqulmmi

Name of Any Connecled Malling Address and :
Orgonization or Affillated Committer "2P Code Aoletionshlp

KPL Gas Service P.O. Box 889 connected
(aka: The Kansas Power and Topeka, Kansas 66601 s
Light Company) :

Type of Connected Organzatior. .
£ Corporation L Co.parabon wio Capial Stock ™ Labor Organizabon i Membershyp Organzabon [] Trade Assocanon I Cooperative

7 Custodian of Records: Identty by name. acidress (phone number -- optional) End posmon of the person n passesson of commutise books and
records

Full Name Malling Address Titte or Position
Richard D. Kready P.O. Box 889 PAC Treasurer
Topeka,—Kansas—66601
8 Tnumov:hsﬂhanamoandmess(phammm--opbo:al)olm"usumomncommu and the name and address of any desagnated
agern: (e g.. assistant treasurer).
Full Name Malling Address Thie or Position
Richard D. Kready P.O. Box 889 PAC Treasurer

Topeka, Kansas 66601

9 Banhks or Other Depositories: L.st all banks or other depositones in whic 1 the commutiee deposts funds, holds accounts. rents satety depost
boxes ¢ maintans hunds
Name of Bank, Depository, atc.

Comnierce Bank & Trust P.O0. Box 5049
Topeka, Kansas 66605-5049

Mailing Adviman and 2P Cade

[] that | have eaarmmuined ttus Statement and to the best of m; and bekel 1 s frue. corect and complels.
TYPE OR PRINT NAME OF TREASURER : SIGNATURE OF TREASURER | DATE
|
Richard D. Kready . M ' Qtober & 1987

NOTE Submussion of lalu enoneous O INComplete informabon may subsect the person upmng 't Statement to the penaites of 2 U.S.C. §437g
ANY CHANGE IN INFORMATION SHOULD BE REPORTED WITHIN 10 DAYS

L. . [ ]
For further intormabon contact
. Fecera! Elecnon Commission

Toll-troe 800-424-0530
Loca! 202-376 3120 (revised 4/87)

.,  * . e . 1 . ] .
Y, ﬂv . 1 » . - . [ ] . . - .
. IR £ IS Wi 2t e A -
) :lc’ "' e ® ', h‘ [] v * - - 3 d
heiiag Y I I AP . w 'y v . . .

' {S06 revarse sue ko instructions) __ FEDERAL EL ﬁ]mﬂ ﬁ?ﬁﬂlSSlOﬂ
T ta) 1AME OF COMMITTEE IN FULL D.’Q”lm.m 2 DATE " E
KPL Gas Service Employees Political Action Committ Oc 1, 2287
) Number and Sveet AGGress [ (Crect. ¥ sacrems s charged; 3 FECWE 2
. P.O. Box 889 _
(c) Cay, Serae ard ZWP Code 4. IS THIS STATEMZNt AN AMENDMENT?
Topeka, Kansas 66601 (Jvis gpgro
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(See reverse side lor instructions)

STATEMENT OF ORGANIZATION reocsa fSET AR, % ssion

T (o) NAME OF COMMITTEE IN PULL T {Check  hama  chAnged) ' 2 DATE

KPL Gas_Service Employees Political Action Committee | Septe@QEEPIN, Al¥& 20
T To) Number and Street Addreas * T (Chack il address 18 changed) : 3 FEC IDENTIFICATION NUMBER

P.O. Box 889 $ €00218040 .
(€} City. Siate and 2iF Coce o TmeT e Ty i 4 1S THIS STATEMENT AN AMENDMENT?

Topeka, Kansas 66601 , Xlves [Jno
5. TYPE OF COMMITTEE (Check one)

': (a) This comminee 1s a principal campaign commiltee (Complete the candidate inlormation below.)

(b} This commuitoe 1s an authonzed committea and Is NOT a pnncipal campaign commitire (Complete the candidale information balow )

Nama of Candidate Candioatn Paity Athuation  * Otnce Sought Slale'Dls}nc\

{c) This commitiee suppons-opposes only one candidale _ and s NOT an authonzed commitien

“(namu ot candidate)
1) This commitice 1s a N commitiee of the __ Party

{Nanoral Stato or subordinate} (Democranc Repubhcan atc )

(e] This ccmmutioe s A separate seqreqated fund

(h This commitiee supporns. opposes mote than one Federal candidate and 1s NOT a separalr segregaled fund or a party ccmmiliee

[3 Name of Any Connecled Mealilng Addreas and
Organization or Affilisted Commitice ZIP Code Relationship

Type of Connected Orgar.zaton
Corporaton  Corporation wio Capdal Stock  Labor Organization  Memberstup Organization  Trade Associaon ~ Cooperauve

Custndisn ol Records- Idently by name address {phone number  optional) and position of the person 1n possession of commitiee books 2nd
records

Full Name ) Mailing Address . Title or Position

8 Treasurer: List the name and ackiress (Phone ngymbar  ophonal) of the reasurer of tha commuttea, and the narne and adaress of any desgnated
agent (» g assistant lreasuren

Full Name Malling Address Title or Pousition

Jam Ludwiq PO, Box 889 Treasurer
Topeka, Kansas €6601

0

Banks ot Othcr Depositoriaa: List ait banas o1 oiher geposnar ey in which the commimice deposits lunds holds accounts rents salely deposit
bores or rmamtains furos

Name of Barik, Depository, etc Malling Address and ZIP Code

tconrly *hal L have eramined jfus Siatement and 10 the best of my hnowlegge anc behet it i true corect ana ~omplete
TYPE OR PRINT NAME OF TREASURER SIGNATURE OF TREASURER DATE

Jir Tudwr /. September 4
4 1““"{%‘—&’._,(.—/\/— lggea

AHARRG 1 G INCOMDIEIE MIMAROL MAy cubieC: Ihe DEFSDr cignine thus Statement 1c 'he penalties o* © U SC t2z ¢

ANY € HANAE RS AR TON SHOU' D Bf BEPORTE D WITHIE 10 DEYS

LK o B LA L RSTLTRN U -1 B

| FEC FORM 1

trevisec 4 £

~U Ly WO [ LR U




damaton s

STATEMENT OF ORGANIZATION

5. TYPE OF COMMITTEE (Check one)
(a) This committee 1s a principal campaign commutiee. (Complete the candidate information below )

{b) This committee 15 an authongsed commitiee, and Is NOT a principal campaign commutine {Complete the candidate information below )

Mame of Canchdate Candidate Party Attiiaton ! Ottice Sovight ” State/Disinet

{c) This commilire SUPPONS OPPOSES anly onn candidate ____and 1s NOT an authonzed committee

" (name of candidate)

{f) This commntee 1s a e e commiticeofthe ___ . _____ _Panty
(Natonal State or subordinate) (Democratc. Republican, elc )

(e} This commiling 1s a separate seqreqated fund

() This commiliee suppons opposes more than one Federal candidate and 1s NOT a separate <egregated fund or a party commitiee

6. Name of Any Connected Malling Address and

Organization or Alfillated Commitice ZIP Code Relationship

Type ot Cornected Orgamzation
Corporation  Corporaton w o Capital Stock  Labor Organization  Membership Organization ~ ~ Trade Association _” Cooperalive

Custodian of Records: Identity by name, address (ptone number -- optional) and posiion of the person in possession of committee books and
records

~:

Full Name Malling Address ’ Title or Position

8 ' Treosurer: LISt the name ang a01 ecs (prona numbar - optianah of the treasurer of the commitiee and the name and address of any designated
agent (e g assislant treasuren
Full Name Malling Address Title or Posltion

Thomas C. Tavylor P.O. Box 889 Treasurer
Topeka, Kansas 66601

2 Banks aor Otner Depositories: Liet ad ban«t or other depositones in which the commiltee deposits funds holds accounts rents safety depos:
bores or maintang funds

Name of Bank, Deposilory elc Malling Address and ZIP Code

L comly 1hat | have asamineq s Statemer' ana 10 the best of my anowleoqe and behet it 1s lrue conect ana compiele

TVYRE OF PRINT NAME OF TREASUREF SIGNATURF OF TRFASURER DATE
- c .
Thom. - i D Y e T ' Februmsy 17
I hom . - oY, - e 3 d
NOYTE Qe cad s @0 faia AUAreS 1t Anane amue e anIgrmation /iy sub;'ac: the persor waning Wi Statement 1 e peralies ot 7 1S 0 &% T

Ay RAE INREQRIMATION SHOULT: B! REPORTED WITHIN 1 DAVE

ottt inlnemanon conlace .
s onntds |ang ian Cgmrneap F EC FORM

tpvishe 4°f 7

ol leen B0, L QRO

taca O T Y

N UAl H
(Soe roverse side for instructions) HU .t
1 (al NAME OF COMMITTET 1M FULL (Check if namo 15 changed) 2 DAIE
KPL Gas Scrvice Employces Polltical_ﬁcp}gy_Somm%ﬁth.;EghgyﬁﬂxmggﬁEmgﬁLPH|h|

{d) Numher and Street Addraze *iChock it addroess 15 changed) f 3. FEC IDENTIFICATION NUMBER
P.O. Box 889 _ ... €00218040.. ______

{c) Cny. Stale and 21P Code 4 IS THIS STATEMENT AN AMENDMENT?

R ves i"InO

Topecka, Kansas 66601 ' ‘o
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STATEMENT OF ORGANEZATION

{Sea reversa side lor Instructions)

) NAME OF COMMITTEE TN FULL L] (Chech if name i changed) 2 DATE
KPL Gas Service Employees Political Action Committee |October 15, 1990
"Ib) Numiber and Stroet Addrass [ (Check If address Is changed) 3.FEC 'DEN"F“:GHW "WE f i'. .
P.0. Box 889 C00218040
“77{¢) City. State and ZIP Code 4.15 THIS STATEMENT AN AMENDMENT?
Topcka, Kansas 66601 k] Yes ([Jwo

8. TYPE OF COMMITTEE (Check one)

D {a) This commitiee Is a principal campalign commiliee. (Complete the candidate information below.)

E:] {b) This committee Is an authorized commitee, and Is NOT a principal campaign committee. (Compldle the candidate informaticn below.)

. Name of Candidate

Candidate Party Affillation | Otfice Sought

State/District

~ (6) This commitiee is a

(c) This commitiee supporis/opposes only one candidate

(name of candidate)

committee of the

Panrty

(National, State or subordinate)

(e) This committee 1s a separale segmgaledl fund.

., {(Democrauc. Republican, etc.)

() This committee supporis‘opposes more than one Federal candidate and is NOT a separate segregated fund or a party commitiee

and is NOT an authorized committee.

6. Name of Any Connected
Organization or Affliiated Committee

Malling Address and
ZIP Code

Relationship

“"Type of (_ZcTn_n_ééﬁa Organization
~_ Corporation

~ Corporation w'o Caprtat Stock |

__ Labor Organization

~_Membership Orgaruzation

" Trade Association __ Cooperative

-4

records
Full Name

Malling Address

Title or Position

Custodian ol Records: Identity by name, address (phone number -- optional} and posiion of the person in possession of commitiee books and

& Treasurer: List the name and ac'cress iphone number -- optional) of the treasurer of the commutiee. and tha name and address of any designated

aqent (e g . assistant ireasuter)
Full Name

Bradley O. Dixon

o

bores or —awntains funds
Name of Bank, Depository,

Malling Address

2460 Pershirg Road
Kansas City, Missouri
64108

efc.

Title or Position

Treasurer

Malling Address and ZIP Code

Banks or Other Deposllorles List 3'l banhks o* othet depositones in which the comrmuee ceposis funds holds accounts, rents sale.y cepcsnt

tcemy nar | have exarined this Siaterment and 1o the best of my hnowledge and behe! il 15 ltue correct ana compleie

TYPE OK ERINT NAME OF TREASUREFR

Eiadiey C.
NOYE

Cixon

DATE

JO/sis /90

Sub—icaicr ¢! talse erroneous ¢ incemplete inlormatior may <ub;ec. the joersor ucnmg thee Siatement ic the penallies ot 2 U S ( &o°

ANNY CHANGE IN INFORMATION SHOULD BE|REPOFTED WIiTHIN 10 DAVE

Ny

f o' further intormation coniac:
f eceral Electron Comnussior.
Toll free 600 42¢ 953C

Locet 202 376 G 2C

FEC FORM

{revisec ¢ £~
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1 T AEGEIVED
FEOERAL ELECTIw

B ’ S ¢ MAIL RODM
fo} Number and Sreet Adrees ical ] :B%ﬁcnmdlnu'w' WWW
EL_ 0. B BR9 W—————
1 (c) Ciy, Siate and 2P Code o“n AN ADOMBTY

Topeka, Kansas _ ' @ves (W
s}morcommaz (Chech one)

[ (3) This commities ke & principal campaign commities. (Complete the canddate information below.)
[ ®) This comminiee ke an suthorized commhiee, and s NOT & principsl campaign commities. (Complete the candidate Informasion below.)

e ol Canddeln mmm “Btate et

This and la NOT an authorized commiies.
: D Q0 commitios supports/oppooes only one candidete Ty 3
;[ (& This commines e ' commines of the Paryy.
] (National, State or subordingie) (Democratic, Republican, #tc.)

D (o) Thit commities is a separme segregated jund.

D (0 This commities supports/opposes more thzn one Federal candidale and ks NOT 8 separate segregated fund or 8 pety commitiss.

e Nom~ of Connected Malitng Address and - ReleBonshtp
Otmu:l‘l'l“m P Code

Kansas Gas and Electric Company 120 E. First Affiliated

Federal Political Action Comittee Wichita, Kansas 67202

(XGE FED PAC)

Kansas Gas and Electric Campany 120 E. First Affiliated

State Political Action Camittee wWichita, Kansas 67202

( imdww
[ Corporation [] Corporation wio Caphal Stock (] Labor Organizasion (JMembership Organization (] Trade Associesion []Cooperatve
-7. mbdmdw‘:wbym.mm(prmw ~ optonal) and posion of the person in possession of commiies books ar

| reconds.
Fult Neme Malling Address Title or Poshtion

8. Tressurer: List the name and address (phone number —~ optional) of he treasurer of thw commities: and the name and address ol any dasignat

agent (0.g., assisiant treasurer). .
Full Neme Malting Address Twle or Poe'ion

‘9. B.nluaGMW«M:WdMN&MWWhMNWMMWMMM@

boxes of mamains hunds.
' Name of Bank, Deposhory, sic. Maling Address and TP Code

' Tosrtly that | have sxamined t'ws Statement and to the best of my and belis! & s true, comeal and compiete.
TYPE OR PTU DATE

"Bradlcy O. Dixon "M @ !fL May 13, 1994
)

NCTE wmdw.mm.ow“mwmmwgm his Statemeny 10 the pensliss 0/ 2USC. §
ANY CHANGE IN INFORMATION SHOWLD REPORTE

ab o e
Feder s/ Elnction Commission FEC
Tok-tres D00-424-9330 ( .

WITHIN 10 DAYS

Loca! 202-37¢-3120
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.. F.E.C. IMAGE 93038501258 &e 1 of 3) . Page 1 of 1

ool

July 18, 1953

Federal Election Commission
. 999 E Strest, N.W.
X Washington, D.C. 20463

Please find attached FEC FORM 1, Statement of Organization, tor the Westem Resources
Employee Poiitical Action Committes. This is a report of name change only. The former
name was KPL Gas Service Employees Polifical Action Committee. The Treasurer for the

commitiee remaing the same.

Z D

Sincerely,

 Bra e o

Bradiey O. Dixon

Treasurer

Western Resources Employees
Political Action Commitiee

.’-5«553'3

cc: Secretary of State, State of Kansas

hrm fovndand edrde camieor-hinfierimerf/1/C00718040/93038501 258/93038501258/32/

10/8/2003
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htin //herndonl sdide . com/cer-bin/fecimerf:1/C00218040/930383501259/93038501258/32;

. Page 1 of 1

HEED T
{ FEUEANL £-7 T N
8es reverse ede 1ot instructions) . M Ko
(a] NARE OF C N FUR ﬂlmalmmhwnm 2 U
< i 1 g1F3 198322 B 93
gurces Fmployee Palitical Actinn Committes
ﬁ:}i:n“Rg:“m T} (Check il adomas & changad) —t_l mn%mwm -
CC0021840
ciChy. &mmﬁ- - ) + 2. G TI8S STATEMENT AN AMENDMENT?
Topeka, Kansas 6660] Tves W

5 TYPE OF COMMITTEE ¢Check one)

" ta) Ths commee is & pnncipal Campaign pommittas. (Complele the cardidale iNkormaton below.)

- (d) This commtee Is & mutharized commitwe, 34 18 NOT 3 prinpal campsign committea {Complate the candidate infonmation below.)

“Name ol Conadete T Canmaave Party Affiston ~” Office Sought T
== ¢c) This conmithee supports/spposes anly one cardidabe, and is NOT an authorized commitipe.
(narme o £ancidets)
{0} This cormintes is 8 committes of g Panty.
{Nstional, Stale 01 ubORNNE) {Democrahc. Republican, six.)

(@) This cormwnitios 13 & Separafs sapragatad fund.

WENERE

i This commMtae supposia/oppases mont 1han ons Federal candiaste and s NOT p separate segregated und or a party commithes:

'R Name of Any Connecied Madling Address and
2 Coda Rulstionahip

Organizstion or AMilriad Committes

Type of Connected Orpanaadon
™ Coporabon — Comporation wia Capeal Stock —. Labor Organzation —jMembership Organizatian — Trade Associsban ] Caoparative

7. Custodian of Recarda: icently by name, address {phane numbes - ophonal) ad poeition ot the perean in postesaion of comanttes books snd
records.
Full Nevm Maling Adéreas Thia or Posdiion

B h—ult.bslm-nam“ww(plmw ~ 0plionad) of ihe treasures of the ocommytises and e name and scUress of any dasignaiad
adent (0.5, BINAM rpaBurer)
Full Nwne » WMaling Address Titls or Poaltion

8. hméww Depoalovies?List of bariy or ather Sapositxies in which the commitios depesita lunds, holds acoounds, rents Sufety daposit
boxas ar maintaine fuhde. '
Hame of Bank, Depostiory, #ic. Wahing Addmas and TP Coda

T carnly thal | have exambed D Ealoment o io the bast of my nawledps 47 DYReT i la s, Comect &7 COTPAR
'_OE'MNTW DATE
Bradley 0. Dixon b fon ) July 19, 1993

NOTE: Submwsion of lalss, anonaous, o Incomplate srformaiion *w purson this Statemant I the penatbaz of 2 UV.8.C. §437¢.
ANY CHANGE IN WFORMATION BHi BE REPORTED WITHIN 10 DAYS.

[ EEe 0

10/8/2003



F.E.C.IMAGE 9603065407‘ge 10f2) ' Page 1 of 1
L
FeEgsy fECENE
STATEMENT OF ORGANIZATION PUBLIC (Y5 123 Cares
(Sve revorss side for instiuctions) . L OSURE Nivjgyege
1. 121 NAME OF GOMMITYEE W FUL o Chesk i rome & ciang 7
Weatern Resourcos Employee Political Action Committee ' July 10, 199!‘2 2]
@l Number and Straet Addwst | {Chock if addresa is changed) 3 FEC IDEhmml'noN NUNMBER
?.0. Box 389 . £€0021640
16 Gy, Btte a0d BF Gods 4.13 THIS STATEMENT AN ARENDMENT?
Topeka, RS 66601 X ves [~

—— A —————tm——
5. TYPE OF COMMITTEE ({Chech onel

[_] (at This commmee I a principal campaign oommines (Complate the candstaie inormation below.}

{7 0ot This committes is #n authorlzed commince, & Is NOT & principal campaign commitice. (Compisie e candidats information below.)

Hame of Candideta ) 1 Conddite Party Aflation | CEfice Boughi lhm&m i
. | :
. ,"‘l fc) This wmn;auee suppons'mes. only one candidate snad ls NOT e sutharized commitiee.
iname of candndm) .o e
R ,j () T oommm{: 2 i __commmeecithe______ Party.
(Nalional, State or subudnul} (Democratic, Aepubican, ats.)

‘:l (e} This comnulte® is 8 separate segregaied fund.

! 2 {4 This cpnm;mu supportsApposes Mmote than and Federa! candidatn ard is NOT a separate segregaied lund or @ parly committas.

Y Terma of Any Connected Mailing Adgress and
Organtution o1 ARPlated Commities BP Coda Relatlonship
[]
Type &i Connecled Organlzalion

[ Comporabon [J Corporatun wie Capital Stock ™ Labor Organizetion [TMembesship Organizstion ] Trade Acseciation | JCaoperaaive

7. Cusiodian ol Records: Kenbdly by name, addrees {phane number ~ optional and posiion of the person in possetsion ¢ committes books any

tecords.,
Fuil Name Woblng Addreas Tille or Peslion
Nancy J, Sumptez P.Q. Box 689, Topeka, KS 66601 Treasurer
8 _Tressurer: Listthe namoand asdress (phone number — qnlnral) nm- lnmmdm»mmlu, and the name and ulhsw! ary vesignated
= == *2gant (9.9, 933838 brearirer).” - ~ve—pem. At
Rl Name MaiBng Addrass THe or Poslllnn
!
Nancy J. Sumpter P.0, Box 889, Topeka, KS 65601 Truasuxex
9 Ranks ar Other ies: List 21l bhanka or other deposhories n which the commitiea deposits funds, hokis secaunts, rents saiety depost
boxes ot malntains fnds.
Name ot Bank, Deposltory, ete. . Malling Address and 2P Cade
Tcuridy (a1 1 Rave sxamined Gvs Bkremsn ang 1o Doe bes! of my knowisthye and Daied ¥ 15 Wue. carmedt and complete. A
_E‘on A PRINT NAME OF TREASURER | BIGNATURE OF TREASURER DATE

S 7

Nancy J. Sumpter

Jvly 10, 3996

‘NOTE: Subymisalon ol latse, ersonsous, of ICoMplste niore h mey person
¥ ANY CHANGE IN INFORMATION SHOULD ¥E RE PORTED WYTHIN 10 DAYS.

signing thls Sxatament bo the ponalies of 2 t.5.C. $4379.

Federa' Blechon Commiseion
{ Tolldree 800-42¢-9530
- - Lote! 202-§76-8120

i
I I ¥or futher Immn conlaet

FEC FORM 1

{revised 4/87)

hetm Hhoemdant cArdr camiroi-hm "Hecimorf70/CON0718040/90030654075/96030654075/14;

10/8/2003
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September 16, 1996 :

Federal Elition Commission - -

s 999 E Street, NW
Jey Washingfon, D.C. 204_63]
o
© Enclosed please find an a!mended Statement of Organization for 1h<? Western
:: Resources Esmployee Poelgﬁcal Action Committce. Our PAC orgapizetion has
wy recently become affiliateg with The Wing Group PAC as indicated in item 6.
wT
ﬁz If you have any questions or need additional information, pleasc let me know.
™~
Sincerely, ,
faﬂ?’/ i
avcy J. Sumpter
Treasurer . ' .. -
enclosures ' }

WESTLRY ReSOURCES EMPLOYIT POLITICAL ACTION COMMITIEL » T.0 BOX 883 # JOPLRA KANSAS 666010889

Vwsn e M Mhmen AAan] cAvAr ramicon m 307 7
Annl cArd lron hinHecimor{70/CO07 18040/96030792196/96030792196/1 6/ 10/8/2003
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F.E.C. IMAGE 96030792197 e2o0f3
| .g ) . Page 1 of 1
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STATEMENT OF ORGANIZATION

. (Ses reverse siie for nstructions) I Engn ‘4‘5.";-* 2 ¥
1. 180 NASE OF GOMMITTEE W FULL “CJ (O 3 1t & chinged) Fore “aMpgpc T
! o . Mali Gegd’
Nestern Resources Bmployée FPolitacal Actlon cbmmititee Seph;ls!susél -SE’ Zg l I 389 ‘ﬁa LT
(o] Nusnbar and Sirest Adtvass [ (Check it scaitmnn is targed) 9. FEG ineilogtion Nurber
YO Box B89 c002168408
* ) Glty, &tao anc ZIF Cane . % Thit Rapor An Amencmant?

| _Fopeka, XS 66601 ' B vis _[Owo

5 TYPE OF OOMWTTEE [Chackone) - '

[ e} Tois comminse i & pdncipal campaign comeiiss, (Camplate the candicale injarmalian below.]

C| {v) This commities I anu.nhmz-u commitios, and it NOT & pAncipal uampalgr commitiee, {Complere tha candidate infarmaiion bakvw}
Nanie of Candioate Tandidate Party Afiation & Sought State/Thistict

—
ST TRt DT e TR T

= - A TP St S T A -v-l'\r-v

D © Thnemlhonmwwpoaasaiyamm bl ___endl s NOT an aatharized comumitive,
(nama of candidae) .

] (0 Thiscommities ie committes &f the : ' Pany.

(Naronal, Btale or subarinabe) (Democratle, Republican, ete.)

] (23 This commitioe in & separath senreguted na. ' N

D {D) This commiliee -uppomlon;un more Than vna Faderal eandidate and Is NOT a separae aegrapalod lund of & party conmmiltes, ~

e Npme of Any Connncied . Riling Asdress and . i 8
Orpanization o AMilied Commitise : "2 Code Relstoncip

1610 woodstead Ct. Subsialary

Suite 220
The %oodlandx; TX 17380

L ]
Thewing Group, Limited Co. PAC

Ywa of Coanected Organization .
3 Corporaiion [] Comomtion o Capiia) Stok Duwcmmmm [I%embership Organkzation [ Trade Associafion [JCoopemtive

7. Custodian of Records: identify by name, aodress {phons number ~ aptional) snd posiiinn ol Ihe parson In passession of eammities books snd

cocords. .
Full Rama Waiing Address Title or Posltion
-~ ——— e O 2R ot Cwaz 2SS -o-ﬁ-“'h Welg, . L mometl te T o b ve-

8. m..um. List the name and sadress (phonp numbes - optional) of hmumo’lhl committan; snd the name end adiress ol any dealignmiad

ageni {8 p., ssaistant traasuret). .
Full Nama Malling Address Titla os Poaltion

9. Banke -rolmrn-pulmrlu unnnunts or other depashariet n which ths cormmiliee deposits furds, halds accounis, renis sulnwdwunbvaen
ot malmains funds,
Nameo of Bahk, nupnmnr. ote. Walling Address and B3P Code
|

1 cartty et } have sxarrined ftas Statoment and 1o the Dost of my Amowisye snc bevied & ns trus, éovrac? and conripiats.

TYPE OR PRINT NAME OF TREASURER i BIGNATURE OF TREASURER OATE
Nancy J. Sumpter ] ﬁ @l} Septembesr 16, i
NQTE' Submeasipn of (alse, eroneous, or incompiste intormation friy subecs agning Yo the penalties o1 2 U SC_§437g
ANY CHANGE IN IWNRORMATION SHOULD € RE DAYS
Foo huithee Sformadion comexs: FEBANDSS
mk%hm‘c&n;lubn FEC FORM 1
4%
L:w 2052153420 {revisec 4/87)

htin //herndon] sdrdc com/cgl-bm/fecmmlf/O/COOE18040.’90030793]97/9(,030793]%/“} 10/2.9002
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F.E.C. IMAGE 97032184224ge 1 of 3) ® Page 1 of 1

RECEIVED
FEDERAL ELECTION
COMMISSION MAil ADOK

b 22 1% 30 89T

July 18, 1997

Federal Election Commission
999 E Street, N. W.
Waghington, D C. 20463

Please find enclosed FEC Form 1, Statement of Organization, for the Westem
Resources Employee Polifical Actlon Committee. This is a report of change in
Custodian of Records and Treasuret.

Sinceraly,

“Hudl

Bradley O. Dixon

Chairperson

Western Resources Employees
Political Action Committee

cc: Secretary of State, State of Kansas

Enclosure

Voasoe i te mcccn A naT rAC AR rAMA I~ k‘n/fpmmmﬂn/(‘ﬂﬁ"'l2040/070?7134’)79’9703:’]84229/’2/8

10/8/2003
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STATEMENT OF 0HGANIZAT|0N

{See vavarsa -
T (=) NAME OF CORRITEE W FULL — ] Chedkifnznuis e "2 DATE

Western Remources Emplo ee Poliu “é‘nmit e | July 17, 1997
) Number and B89, Alress S FE WENTIFICRTION NUMBER
P.0. Box 889

X €D02184D
{¢) Ciiy, Sttte ora 2P Code 4 1S THIS STATEMENT AN AMENOMENT?

Topeka, K5 .66601 &1" Xyys [Owo
5. TYPE OF COMMITIEE (Check ona)

] te) Tis comminee ia 3 principel campaigh comminee. (Camplets the candidate Infarmation below.)

i | () This commitee I an authonzed coniminee, and Is NOT a prindpa! campaign commities. (Compiste the canditafe Infarmasion below.)

i Namp of Candidato | Candidsts Party Afiliakion | Oilice Sought Stateltistrict I
| 'l {c) This caruminee supgransicppaopes only ane candidane, . and is NOT an avthorized commutiee.
. - - e — (nwme of cardidate} . . -
D (d) This commitiee Is & commitiee of the — Party.
. (Nallong:, State ar subordinabe] (Demncratic, Aspublcan, ols.)
o IJ (o) This committee !s a asparete segregated IumL
[
o [_‘ (A This commilies SUPPAME/DPPOBES MOR: than one Federal candidate arx is NOT a separale sepregatar fund o a party wmnjm.
ey
% MName of Any Conhected Walling Adoressand .
8 Organtzstian of Afiisted Commities 2% Code Relationship
e
R
)
e
1]
|
Type of Connected Organlzetion

— Corporstion (] Gorporation wh Capital Stock [ Lebor Organeetion i ,Mambershyp Drgasaaton | [Trads Associalion | Cooparative

7. Cusio@en of Records: Menify by name, addum {phone mumber -~ opfional) and postlion of e person In posssssion of Zommitiee books and
records,

Full Name Naling Address Title ar Posilion
- 7Tamie S.-Bollar ?,0. Box B89, Topeksa, KS§ ©6660) Treasurex

8. Tremsuret: List the name and adawess (phana number -- oplional) of the reasunes o the camritiee; and the rame and address of any designatad

agend (e.g-, Baaishant trsasuren.
Rull Name Waliing Address Tile or Pusition

Tamie S, Holldr P.0. Box B89, Tupeka, K§ 66601 Treasurer

9. Banks or Other Depoationss: List all banks or other deposharies In which the committee deposlts fundy, hokls acoouns, rente sadety depoalt
boxes o maintaing funds
Name of Banl, Deposiiory, sic. Melling Adiress and ZIP Code

'm&lﬁat t have oxmlws Shaternent and & e Dol of mry hnowietge and befief it &5 tue, cor7Bc! Snd campiote,
TYPE OR FRINT NAME OF TREASURER | SIGRATORE OF TREA DATE

Tamie 5. Wollar § ém,: QS) %é.’:dg! 71 @

"NOTE: Submission of faksa, erroneous, of Incamplets lormation may subject the person signing this Stateme 10 the o tho penalties o 2 IJ.S C §487g.
ANY THANGE IN INFORMATION SHOULD BE REPORTED WITHIN 10 DAYS

P—— )
| | '[ For Radhp: sviormabon contact
Feders! Eistilon Commission FEC FOHH 1
Toll4res BOD-424-9530
L I L.—— | Locs 2008763120 freviesd 487

hnn.//herndont.sdrdc.com:cei-bim/decime1f70:C00218040/97032184230/97032184229/0; 10/8/2003
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1991-92 COHNITTE.UHHARY REPORT (K- INDEX) 10/24;.2003
ACTIVITY BEGINNING JANUARY 1, 1991 - -~ - -

KPL GAS SERVICE POLITICAL ACTION COMMITTEE

C00218040  NON-PARTY QUALIFIED KS CORPORATE
TOTAL RECEIPTS: 16925
TRANS FROM AUTH: 2879
INDIVIDUAL CONTR.: 14045
OTHER CMTE CONTRIB: 0
OTHER LOANS: 0
NON-FED TRANSFERS: 0
TOTAL DISBURSEMENTS: 18950
TRANS TO AUTH: 0
CONTRIB TO OTHER CMTES: 18950

INDEPENDENT EXPEND: 0
COORDINATED EXPEND: 0
INDIVIDUAL REFUNDS: 0
OTHER CMTE REFUNDS: 0
OTHER LOANS REPAY: 0
NON-FED EXPENDITURES: 0

BEGINNING CASH ON HAND: 11858
LATEST CASH ON HAND: 9837
0 DEBTS OWED BY: 0
[
» THROUGH: 12/31/1992
)
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-1993-94 COMMQEE SUMMARY REPORT (K-INDE’ 10/09/2003
ACTIVITY BEGINNING -JANUARY 1, 1993- ... ...

WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE
C00218040 NON-PARTY QUALIFIED KS CORPORATE
TOTAL RECEIPTS: 12436
TRANS FROM AUTH: 0
INDIVIDUAL CONTR.: 12436
OTHER CMTE CONTRIB: 0
OTHER LOANS: 0
NON-FED TRANSFERS: 0
TOTAL DISBURSEMENTS: 20995
TRANS TO AUTH: 0
CONTRIB TO OTHER CMTES: 20950
INDEPENDENT EXPEND:
COORDINATED EXPEND:
INDIVIDUAL REFUNDS:
OTHER CMTE REFUNDS:
OTHER LOANS REPAY:
NON-FED EXPENDITURES:
BEGINNING CASH ON HAND: 9837
LATEST CASH ON HAND: 1281
DEBTS OWED BY: 0

000000

THROUGH: 12/31/1994

ENTER COMMITTEE ID#:



1995 -96 'COM’TEE SUMMARY REPORT (K-INDE’ﬁ 10/09/2003
ACTIVITY BEGINNING- JANUARY-1-4995-—- -- —-- .-

WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE
C00218040 NON-PARTY QUALIFIED KS CORPORATE
TOTAL RECEIPTS: 15696
TRANS FROM AUTH: 0
INDIVIDUAL CONTR.: 15696
OTHER CMTE CONTRIB: 0
OTHER LOANS: 0
NON-FED TRANSFERS: 0
TOTAL DISBURSEMENTS: 14133
TRANS TO AUTH: 0
CONTRIB TO OTHER CMTES: 14133
INDEPENDENT EXPEND:
COORDINATED EXPEND:
INDIVIDUAL REFUNDS:
OTHER CMTE REFUNDS:
OTHER LOANS REPAY:
NON-FED EXPENDITURES:
BEGINNING CASH ON HAND: 1281
LATEST CASH ON HAND: 2848
g DEBTS OWED BY: 0

ﬁg THROUGH: 12/31/1996

000000

o ENTER COMMITTEE ID#:

oy
=T
o

4



a0
o
)
™

=t
L

[Ty ]
™y

ATTACHMENT 7



o
w

=)
™y
L]

=F
o
N
™

£

1997-98 COMM!lTEE SUMMARY REPORT (K-INDEX) 10/09/2003
ACTIVITY BEGINNING JANUARY -1-;-1997 - -

WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE
C00218040 NON-PARTY QUALIFIED i KS CORPORATE
TOTAL RECEIPTS: 7191
TRANS FROM AUTH: 0
INDIVIDUAL CONTR.: 7191
OTHER CMTE CONTRIB: 0
OTHER LOANS: 0
NON-FED TRANSFERS: 0
TOTAL DISBURSEMENTS: 8240
TRANS TO AUTH: 0
CONTRIB TO OTHER CMTES: 8240
INDEPENDENT EXPEND:
COORDINATED EXPEND:
INDIVIDUAL REFUNDS:
OTHER CMTE REFUNDS:
OTHER LOANS REPAY:
NON-FED EXPENDITURES:
BEGINNING CASH ON HAND: 2848
LATEST CASH ON HAND: 1801
DEBTS OWED BY: 0

000000

THROUGH: 12/31/1998

ENTER COMMITTEE ID#:



) 'o FEDERAL ELECTION COMMISSION ”
SEL LIST OF RECEIPTS & EXPENDITURES (G) (1997-1998) PAGE
SECTION V- CANDIDATES/POLITICAL COMMITTEES
CONTRIBUTOR/LENDER/ TRANSFERRER STREET ADDRESS . CITY STATE ZIP  TYPE OF FILER
REPORTING ENTITY REPORT TYPE ELECTION
IMAGE LOCATION TRANSACTION TYPE DATE .
ASHCROFT 2000 €00319285 SENATE
WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITYEE YEAR-END GENERAL
OBFEC/259/1155 #0284060 CONTRIBUTION MADE TO NON-AFFILIATED 16SEP97
IKE SKELTON FOR CONGRESS COMMITTEE €00025973 HOUSE
WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE APRIL QUARTERLY PRIMARY
9BFEC/293/0797 #0583784 CONTRIBUTION MADE TO NON-AFFILIATED 2MAR98
JIM RYUN FOR CONGRESS - €00320077 HOUSE
WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE HID-YEAR REPORT GENERAL
97FEC/226/3970 #0211336 CONTRIBUTION MADE TO NON-AFFILIATED 8MAYO7
JIN RYUN FOR CONGRESS €00320077 HOUSE
WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE JULY QUARTERLY PRIMARY
08F99/002/0864 #0733348 CONTRIBUTION MADE TO NON-AFFILIATED 27APRO8
KAREN MCCARTHY FOR CONGRESS €00288654 HOUSE
WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE MID-YEAR REPORT GENERAL
97FEC/226/3970 #0211334 CONTRIBUTION MADE TO NON-AFFILIATED 17MARO7
1 MOORE FOR CONGRESS €00331066 HOUSE
" WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE YEAR-END GENERAL
:E 99F99/001/0900 #1279753 CONTRIBUTION MADE TO NON-AFFILIATED ~ 3DEC98
L:IMORAN FOR CONGRESS €00312090 HOUSE
J WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE MID-YEAR REPORT GENERAL
mj  OTFEC/226/3970 #0211335 CONTRIBUTION MADE TO NON-AFFILIATED 1MAYS7
LA
.,gnom FOR CONGRESS €00312090 HOUSE
~ WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE OCTOBER QUARTERLY  GENERAL
fﬁ 98F99/002/6557 #0926980 CONTRIBUTION MADE TO NON-AFFILIATED 22SEP98
"J SAM BROWNBACK FOR U S SENATE €00320051 SENATE
WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE YEAR-END GENERAL
O8FEC/259/1155 #0284059 CONTRIBUTION MADE TO NON-AFFILIATED 26AUG97
SAM BROWNBACK FOR U S SENATE - €00320051 SENATE
WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTE OCTOBER QUARTERLY  GENERAL
O8F99/002/6557 #0926979 CONTRIBUTION MADE TO NON-AFFILIATED ' 22SEP98
SNOWBARGER FOR CONGRESS C00308569 HOUSE
WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE MID-YEAR REPORT GENERAL

97FEC/226/3970 #0211337 CONTRIBUTION MADE TO NON-AFFILIATED

6JUNI7

DATE 090CT2003

1

ANOUNT

500

500

500

500

500

500

500

250

750

500



FEDERAL ELECTION COMMISSION Q DATE 090CT2003

SELE’LIST OF RECEIPTS & EXPENDITURES (G) (1997

PAGE 2
SECTION V - CANDIDATES/POLITICAL COMMITTEES
CONTRIBUTOR/LENDER/TRANSFERRER STREET ADDRESS CITY STATE Z1P TYPE OF FILER
REPORTING ENTITY REPORT TYPE ELECTION AMOUNT
IMAGE LOCATION TRANSACTION TYPE DATE
SNOWBARGER FOR CONGRESS €00308569 HOUSE
APRIL QUARTERLY PRIMARY 250

WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE
98FEC/293/0797 #0583785 CONTRIBUTION MADE TO NON-AFFILIATED

SNOWBARGER FOR CONGRESS

26MARSS8

€00308569 HOUSE

WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE OCTOBER QUARTERLY PRIMARY 250
98F99/002/6557 #0926978 CONTRIBUTION MADE TO NON-AFFILIATED 9JUL98
TODD TIAHRT FOR CONGRESS €00295592 HOUSE
MID-YEAR REPORT GENERAL 1,000

WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE
97FEC/226/3970 #0211333 CONTRIBUTION MADE TO NON-AFFILIATED
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FEDERAL ELECTION COMMISSION . . DATE 090CT2003

SELECTED LIST OF RECEIPTS & EXPENDITURES (G) (1997-1998) PAGE 3
1D# REPORTING ENTITY : TYPE OF FILER
TYPES OF TRANSACTIONS # OF TRANSACTIONS - EACH TYPE TOTAL $ - EACH TYPE
C00218040 WESTERN RESOURCES EMPLOYEE POLITICAL ACTION COMMITTEE NON-PARTY QUALIFIED
CONTRIBUTION MADE TO NON-AFFILIATED 14 6,750
TOTAL 14 6.750
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FEC Committee Summary R.ts - Committee ID C00218040 . Page 1 of 1

Presented by the Federal Election Commission - 1999-2000 Cycle

WESTERN RESOURCES EMPLOYEE POLITICAL ACTION

COMMITTEE
C00218040 Non-Party Qualified Kansas

Total Receipts: $6,319
Transfers From Authorized: $0
Individual Contributions: $6,319
Other Committee Contributions: $0
Other Loans: ' $0
Non-Federal Transfers: $0
Total Disbursements: : $8,122
Transfers To Authorized: $0
Contributions To Other Committees: $8,122
Independent Expenditures: %0
Coordinated Expenditures: $0
Individual Refunds: ' $0
Other Committee Refunds: $0
Other Loan Repayments: $0
Non-Federal Expenditures: . $0

Beginning Cash: $1,801

Latest Cash On Hand: $0

Debts Owed By: $0

Through: 12/31/2000

TRY A: NEW SEARCH RETURN TO: FEC HOME PAGE

hrin //herndon) sdidc com/cgi-bin/cancomsrs/? 00+C00218040 10/8/2003
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FEC Disclosure Report Searcaesults ‘ Page 1 of 2

Presented by the Federal Election Commission

Committees And Candidates Supported/Opposed

WESTERN RESOURCES EMPLOYEE POLITICAL ACTION
COMMITTEE

Party: No Associated Party

PO BOX 889

TOPEKA, Kansas 66601

| B Recipient's Name — ]L Date "AmountlL Image Number _]
| . CONTRIBUTIONS

BROWNBACK, SAM

'VIA SAM BROWNBACK FORU S SENATE"OQ/ 19/ 2000" 1000. 00" 20990221262 \
KLINE. PHILL D

lVIA FRIENDS OF PHILL 12/08/1999" 250, oo" 20990013105 |
KLINE, PHILL D

|v1 s FRIENDS OF PHILI lez/zooJl ﬂ' 20990221262 I

KLINE. PHILL D | '

VIA FRIENDS OF PHILL L9/ 12/2000| 250.00 20990221262
IMOORE DENNIS |

VIA MOORE FOR CONGRESS El/ 1 4/20(Ll[ 500.00 20990093248

MOORE. DENNIS “ " |

lm MOORE FOR CONGRESS 09/19/2000{| 500.00 20990221262
‘MORAN JERRY | | I
VIA MORAN FOR KANSAS 09/ 19/2000 1000. OJ 20990221262

09/1 9/20001F000.0Jl 20990221262 T

ROBERTS. PAT
VIA PAT ROBERTS FOR SENATE

ROBERTS, PAT

@ AT ROBERTS FOR SENATE 11/14/2000 372.00Jl 20990249079
RYUN_JIMR

V1A W_RYUN FOR CONGRESS 05/09/2000 500.00 20990161075
RYUN. JIMR , A "

V1A JIM RYUN FOR CONGRESS 09/19/2000{; 1000 00 20990221262

r i o I ]

htip.//herndon] sdide comrcgi-binscom_ supopp/1999 C00Z 18040 11/3/2003
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- FEC Disclosure Reyort Search Jgssults

Page 2 of 2

W. TODD TIAHRT " “ “ I
VIA TIAHRT FOR CONGRESS 05/17/2000f 500.00 20990161075
W.TODD TIAHRT Il Il Il I
VIA TIAHRT FOR CONGRESS 09/19/2000{ 1000.00 20990221262

TRY A: NEW QUERY

RETURN TO: FEC HOME PAGE

hup //herndon] sdide com cei-binrcom_ supopp 1999 € 00218040

1152003
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F.E.C. IMAGE 21037003794 (Page 1 of 2)

Page 1 of 1
HRBC VED
C MAIL ROOM
Y Weserm Resous mmsase
Resources* .
Thursday, March 29, 2001
Federal Election Commission
999 E Street, N.W.
Washington, DC 20483
Please accept this notification to you that the Western Resources
Employee Potiticat Action Commitiee was terminated December 31, 2000. All
funds were dispersed and thus, a zero balance remains, as indicated on our
year end fiing report. .
If you have any quetions or need additional information, please let me
xnow. | can be reached at (785)575-8057.
Sincerely, '
Jamue Sidolio
Tamie S. Hollar
Treasurer
TSH:mkv
oc: Secretary of State, Kansas
B18 South Ksnsas Avenue § BO. Bor B9 { Topeku, Konses 6660
Office Telephone: (45) 575-6300
http //herndonl sdidc com/cgi-bin/fecimg1f70/C00218040/21037003794/21037003794/104 10/8/2003
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ATTACHMENT 9 HAS BEEN DELETED
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0
on
o
)
"
o
ki 3
Y
o
L
'

™
FROM:  Carl Koups Resources*
' , 2000 | INTERNAL
DATE: . Septembsr 20, 200/ co ONDENCE

SUBJECT: Contributions

CC:

o
Y ety

Below are the names of the committees for the contributions.

Please retum these checks and we'll defiver them together. You'll note one addition of
Topeka City Councll person.

Tiahrt for Congress

Ryun for Congress

Jerry Moran for Congress

Dennls Moore for Congress v
Annle Keuther for State Representative
Lynn Jenkins for Senate Campaign
Toselkes for State Representative
Gordon for State Representative

Vanessa Hill for Council ($100)
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ATTACHMENT 11 HAS BEEN DELETED
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. 05/20/2002 13:50 9 55758081 ' , =+ DTL NY . Qoo

2

May 17, 2002

Memo: Suggested Campaign Contdbutions

Attached are three sheets of information regarding campeign contributions. The
an(ﬁmm)mmwwmmwmgmym
regarding the Pederal Energy Bill and jts impact on our financial yestructuring plan. It

tlso reflects the individual budget based on the suggested participation provided in an
carlier memo. If you have guestions about this legislation and what our needs are please
feel free to contact me, ' . -

The second page is 8 budget allocation according to current needs as
recoromended by our Washirigton Lobbyist.

The final page is specific contributions suggested on the basis of the budget to
specific campaigns. I you have any question sbout these allocations, please call. X

8411. On the current needs, time is of the essence. Please forward your personal check as
soan as possible to my attention (TGO 2) i

(b Lo

(72



Viszuls 2vuvl VY.Ll FAA lPODlDDUDl
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05,20/2002 13:50 35758081
a
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-

Total Estimated needs Federal Energy legislation and our effort tw include grandfather

(f--. clsuse for financial restructuring plan.

Total Budget 531,500.00
Soft Money (Corporate) $25,000.00
Devid Wiltig $300.00 $ 8.450.00
Doug Leke $ 200.00 S 6300.00
Doug Sterbenz 510000 $ 3,150.00
Paul Gelst $ 8500 $ 2677.50
Dick Dixon § 60.00 S 1,880.00
Jo Hunt $ 4500°$ 1417.50
Doug Lawrence $ 3000 § 545.00
Lee Wages S 3000 $ B845.00
Bruce Akin $ 3000 § 94500
Larry Irick $ 3000 § 94500
Peggy Loyd $ 3000 $. 94500
Caraline Wiliams S 3000 § 94500

o Kelly Harrison € 3000 § 845400
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VI/UL/ZUUS UYIDL FAA /(855758061

0572072002 13:50 4

Current needs for:

Rep John Shimkus (R IL)

Rep Sam Graves (R-MO)

Rep Arme Northep (R-KY)

Rep Shelley Moore Capito (R-WV)

*55758081

Tom Young for Congress (protégé of Senaror Richard Shefby (R-AL)

Tom Delay (R-TX)

Cumrent needs
Corporate Soft Money

David Wittig
Doug Lake
Doug Sterbenz
Paul Geist
Dick Dboon

Jo Hunt

Doup Lawrence —_ . .

Lee Wages
Bruce Akin

Larry Irick

Peggy Loyd .
Caraline Willams
Kally Harrison

§ 300.00
$200.00
$ 100.00

@ nnnannen

60.00
45.00
80.00
30.00
30.00
30.00
30.00
30.00
30.00

$11,800.00
$25,000.00

§ 3450.00
§ 2,300.00
$ 1,150.00
877.50
§30.00
517.50

345.00 .-
345.00
345.00
345.00
345.00
345.00
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. 05/20/2002 123:60 . ~5573308)

Recommended Allocations of First Round

' Devid Wittig:
' ' £2,500.00
$1,000.00
Doug Lake:
32,300.00
Doug Sterbenz:
$1,200.00
Paul Geist
$400.00
£350.00
$250.00
Dick Dixon
$650.00
Jo Hunt
$400.00
$100.00
Doug Lawrence
$300.00
$50.00
Lee Wages
$300.00
£50.00
Bruce Akin
$300.00
.- - $50.00
(n- . Lo Lury Iﬁ*
= £300.00
. $50.00
Peggy Loyd
$300.00
$50.00
Caroline Williams
- $300.00
Kelly Herrison
$300.00

Tom Delay Congressional Cormitree
Tom Young for Congress

Tom Young for Congress
Northup for Congress

Shelley Moore Capito for Congress
TomYmmgﬁ)rCongrull

" Shelley Moore Capito for Congress

Volunteers for Shimkns
Graves for Congress

Graves for Congress
Tom Youmg for Congréss

Greves for Congress
Tom Young for Congress

&‘Vs f& Cmgus
Tom Young for Congress

Northup for Congress
Tom Young for Congress

Northup for Congress
Tom Young for Congress

Vohmteers for Shimkus

Volumteers for Shimkus
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( ! | N w O SIATE Of KANSAS
;.\,.__%_&&J,L‘\_ MY APP1 EXPIRES L | -OY
Notary Public

AFFIDAVIT OF KATHY LEWE 0 R l G l N A L

I, Mary K. Lewis (Kathy), being duly sworn depose and say:

1. I am currently employed by Westar Energy, Inc. 1 was previously known by the

name of Kathy Volpert. I now go by Kathy Lewis. |

2. My position at Westar was as the Administrative Clerk, Public/Government

Affairs. I performed these duties from May 1998 until the present.

3. In this position, I was asked from time to time to help collect political
contribution checks from Westar executives for members of angress or for members of the
Kansas legislature.

4, In 2002, I assisted the then Vice President for Governm'ental Affairs, Doug
Lawrence in éol]ecting campaign contribution checks from a number of the top executives of
the company. After I collected these checks, I would send them by Federal Express to our
Washington lobbyist Richard Bornemann. 1 did this on approximately three occasions to the
best of my recollection. The total charge for these three shipments would have been about
$40.00. These shipments were billgd to a Westar corporate account.

5. I spent a total of about 2 hours in 2002 in connection with th‘e collection and
processing of these checks.

6. 1did have contact  with

Doug Lawrence about how much money 1 was collecting or the source of the

contributions.

©
WMAsuy B e e
Mary K. (Kathy) Lewis

Subscribed and sworn to before
me this 20th day of November. 2003

CARLENE BARKLEY
NOTARY PUBLIC

My Commussion expires -1\ D5y
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OPEn A

ECEIVED
EC MAIL
TIoMS CENTER

T

FEC STATEMENT OF 20 0CT -3 P |=;]

FORM 1 ORGANIZATION

Office Use Only
" COMMITTEE (n ful L T Inepng WPe 12FE4MS
EiS EMNER EMP L oY EES PIOLIT L 10

&_QJ&MJTlTIEIE!lJI|.l|llJ]ll|lliJl|JJlLlllllllJllJ_J

ADDRESS (number and siresi) Ru,B 1SiowTH KiAN S iAS |A-|V|E1§11W15 Pra vl
(Check if address I AN IR AN I I Y IR AN SN SN AN A S A BN A N AT AN BN S A A A I A
s changed) D-IOPJEJKLAL| Lo o] h_(_lél lél_lé_lQLU'L_L_l_L_l

CiITY A ' STATE A ZIP CODE A

COMMITTEE'S E-MAIL ADDRESS

AT S A A S S S O N A A N U A N N A A A S Y S N N A A B Y S B U B A A AN B U AR A

lLJlIlJILJIllIlllJlLlllIlllLlJlLlllLJll.1I|||l|

COMMITTEE'S WEB PAGE ADDRESS (URL)

LllllllLlllll|III|l4]llllllJJllJlllllliJllllll

lJIliJllllllllllIlllJlIIlllJlIllllllllllllllJIIJ

COMMITTEE'S FAX NUMBER

7.8.51-152. 8- 1801 4]

] [ X] o D Y Y A 4 Y
2. DATE
3. FEC IDENTIFICATION NUMBER P C
4 1S THIS STATEMENT X NEW (N) OR AMENDED (A)

I certify that | have examined this Statement and to the best of my knowledge and belef it 1s Irue, correct and complete

Type or Print Name of Treasurer SF : :Y‘c..‘/ é . m“-\—'L‘- Q)
I
rs
i 7

Y ¥ Y Y

20038

N o
~0s

Signature of Treasurer Date o1

NOTE Submussion of false emoneous or incomplete information may subject the person signing this Statement to the penalies of 2 U SC §437¢

ANY CHANG! IN INFORMATION SHOULD BF REPORTEC WITHIN 1G DAYE

Office For further informatior contact

Use kegers' Electior Commrssio FEC FORM 1

Onl Toll Frer BOU-& #2-853( (Revisec 02/2003;
L Loce' 2C,-6uz 10"

TLaANOSA. PO
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FEC Form 1 (Revised 02/2003) Page 2

5. TYPE OF COMMITTEE (Check One)

(a) b This commuttee is a principal campaign commitiee (Complete the candidate information below.)

(b) . *  This committee 1s an authorized commitiee, and ts NOT a principal campaign committee. (Complete the candidate
information below.)

Name of
Candidate llIIIJJILJIllllllllllIlJll'IlllllIlllllj
Candidate Office ' State
Party Affiiation Sought House Senate President
Distnct
(c) This committee supporis/opposes only one candidate, and is NOT an authorized committee.
Name of
Candidate IJLIIJIlllllLlJlLl||JlllllLlJIJIIIILILJ
{National, State (Democratic,
(d) This commitiee I1s a or subordinate) committee of the Republican, etc ) Party
(e) X This committee is a separate segregated fund
(4] This commitiee supports/opposes more than one Federal candidate, and is NOT a separate segregated fund or party
committee.
6. Name of Any Connected Organization or Affiliated Committee
WE S T AR 1E|U|E|KLG—|‘!| NN T T T T O N O T T N T N T T T I O L
III[JIII|1LlllIllllllllllllJlllIllLlllLIlJ_lLJJ

Mailing Address BiLE Siownhth KAMNSAS ANVENWEL 1 | 11 11111 |

LIIJJ_IllJIIlJlllIII|ll|IlIlIllIIIII

ToEx® t 1 vl kS ssol-Lia |

CITY A STATE A ZIP CODE a
Relationship CONNECTED 1 1 L1 1 L vyttt vy
Type of Connected Organization
X Corporation Corporation w/o Capital Stock Labor Orgamization '
Membership Organizatior: Trade Association Cooperative

FEIANOS, PD
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FEC Form 1 (Revised 02/2003) Page 3

Write or Type Commitiee Name

(Westar L«wqu_\l Emp\oqees EP\\“-\Q&\ A‘-‘ﬂ\ow QO\M-\M)")\E&

7 Custodian of Records: ldennfy by name, addre%s (phone number — optional) and position of the person in possession of committee
books and records
Full Name INVARTY N bbbt b M dhOd@ L o s ]
Mailing Address SiIou E LW B
Il||||¢llllllllllll_lllllll|IllllllJ
thoPERA v v v e ) ksl Bebio Ly |
Tile or PositionV CITY A STATE A ZIP CODE A
BEeRETARY 1+ 1 vt 1111 Telephone number 118167 187,51 -1t ¢10.9]
8

Treasurer: List the name and address {phone number -- optional) of the treasurer of the commitiee; and the name and address of
any designated agent (e.g . assistant treasurer).

Full Name

of Treasuer |SEEIFREN by MMHRTIMN 4y v el
Mailing Address s SETH G ODd ROAD 1 1 g
AT S A S R N A AR A SN A N S A S A BT A A N BN AN AN SR A I
MANMATTAMN v | 1KY lélb__lil_l_g"o o
Title or Position' ¥ CITY A STATE A ZIP CODE a
MREMSWRIBRC ) 314411131 Tetephone rumber |1 §151-16181 1 -1R.310,
Full Name of
2;:1-\9!“8‘“ Wit b A b ERSTMAN v v v vy
Mailing Address L_L&\_I_IJ&L‘ 2 'ELSJ:II QMO 1 vyt L
TR A A A AR A S A S S S A N A N A A N N A A AR S BN A AR A B
MoPERA 1+ v 1] IKSE 6w 31-1 1o ]
Title or Position'y CITY a STATE & ZIP CODE a
PSS S TANT TRENSWR ER ] Telephone rumber | 7.8:51-16:7,.81-1ga M. 2

TLaANGs PD
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FEC Form 1 (Revised 02/2003) Page 4

9. Banks or Other Depositories: List all banks or other depositonies in which the committee deposits funds, holds accounts, rents
safety deposit boxes or maintains funds.

Name of Bank, Depository, etc.

CoMmmERCE BANMK ANMD TTRWST + 1 v v 111 1 a1
Mailing Address |.3.I_L..° 3|§| |51 Dl\;\iliﬂj |ii0|f|E1&|A| | N I N N N T T T N O T O O | IJ

R I N I S I S I A A i A
wobEXA e ] lﬂSl M‘l'l'l L1
CITY A STATE A ZIP CODE A

Name of Bank, Depository, etc.

w

':" T U WO S A T U L A N S A A A N W M A B AU A B A A B A A A A AN A B
= - -
~d Mailing Address IR IR IO S S N T OO T U S S N SN T S A S N SO SO A SR W N M A L O M
1)
";; IR R T SN SN Y N A SN T U Y A S A T L S U N A0 MY N S N A S A A S B O
Lt

:g' ll!lLJJlJJ_JlIlIJJ_IJ llJ lJJ_LJ_l'LI_'_I__I_J
L
™

CiTY a STATE A ZIP CODE a

FE3ANO- 2 PD
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INSTRUCTIONS FOR FEC FORM 1

FEDERAL ELECTION COMMISSION |
Instructions for Statement of Organization (FEC FORM 1)

When to File

New political committees must file
this form to register the committee once
they exceed the applicable threshold, as
described below:

*Principal campaign committees must
file this form no later than 10 days af-
ter the candidate designates the com-
mittee on the Statement of Candidacy
(FEC FORM 2). Other authorized
committees file this form with the prin-
cipal campaign committee, which in
turn must file this form with the ap-
propriate filing offices.

*Committees sponsored by corporations,
labor organizations or trade associa-
tions (i.e., separate segregated funds)
must file this form no later than 10 days
after their establishment.

*Local political party committees must
file this form no later than 10 days af-
ter exceeding one of the following
thresholds during a calendar year: (1)
receiving contributions in connection
with a federal election aggregating in
excess of $5,000; (2) making exempt
payments under 11 CFR 100.80,
100.87, 100.89, 100.140, 100.147 or
100.149 aggregating in excess of
$5,000; or (3) making contributions or
expenditures in connection with a fed-
eral election aggregating in excess of
$1,000.

*All other political committees must file
this form no later than 10 days after
receiving contributions or making ex-
penditures in connection with a federal
election aggregating in excess of

*$1,000 during a calendar year.

Note: Political committees (except
for committees required to file with the
Secretary of the Senate) must file reports
in an electronic form under 11 CFR
104.18 1if they have either received con-
tributions or made expenditures in ex-
cess of $50.000 dunng a calendar vear.
or1f they have reason to expect that thev
will exceed either of those thresholds
during the calendar vear 1f vour com-
mittec has 1eached this level of activity.
vou must filc this form in an clectionic
format

FE3ANDG: PD

A political committee is considered
to have reason to expect it will exceed
the electronic filing threshold for the

next two calendar years afier the calen--

dar year in which it exceeds $50,000 in
contributions or expenditures. Excep-
tion: This does not apply to an autho-
rized committee with $50,000 or less in
net debts outstanding on January 1 of
the year following the general election
that anticipates terminating prior to
January 1 of the next election year, as
long as the candidate has not qualified
under 2 U.S.C. §432 as a candidate in
the next election and does not intend to
become a federal candidate in the next
election.

A new committee with no previous
contributions or expenditures is consid-
ered to have reason to expect it will ex-
ceed the electronic filing threshold if it
exceeds $12,500 in contributions or ex-
penditures during the first calendar quar-
ter of the calendar year, or $25,000 in
contributions or expenditures in the first
half of the calendar year.

Contact the FEC for more informa-
tion on filing electronically.

Line-by-Line Instructions

LINE 1. Print or type full name and
mailing address of the committee. The
name of a principal campaign commit-
tee or other authorized committee must
include the name of the candidate who
authorized the committee. A political
committee which is not an authorized
committee can not include the name of
any candidate in its name, except that a
delegate committee must include the
word “delegate(s)” 1n its name and may
also include the name of the Presiden-
tial candidate which it supports. A po-
htical committee established solely 1o
draft an indvidual or to encourage an
mdnidual 10 become a candidate may
imclude the name of the individual in the

name of the commitiee provided the

commitiee s name clearlv indicates that

it is a draft committee. The name of a
separate segregated fund must include
the full name of its connected organiza-
tion. Any abbreviation or acronym used
by the fund must also be reported. List
the Internet address (URL) of the
committee’s official Web site, if such a
Web site exists. If the committee is re-
quired to file electronically, or is a prin-
cipal campaign committee of a candi-
date for the Senate or House of Repre-
sentatives, also list an electronic mail
address. Finally, if the committee is a
principal campaign committee or an au-
thorized commiittee, list the committee’s
fax number.

LINE 2. State the date the group or or-
ganization became a political commit-
tee. If this filing is an amendment, note
the date of the change in information.

LINE 3. Only committees that have pre-
viously filed a Statement of Organiza-
tion should fill in this block with the
number that was originally assigned to
the committee. All new committees will
be assigned identification numbers when
the completed statement has been re-
ceived.

LINE 4. All political committees regis-
tering for the first time check the box
labeled “NEW.” Committees that have
previously filed FEC FORM 1 and are
now submitting changes or corrections
check the box labeled “AMENDED.” If
“AMENDED?” is checked, complete
Lines 1 through 4. With respect to Lines
5 -9 include only the change(s) in in-
formation previously submitted. Com-
mittees are reminded that any change or
correction in the information previously
filed in the Statement of Organization
shall be reported no later than 10 days
following the date of the change or cor-
rechon Committees that are required
to file electronically are also required to
file amendments to the Statement of
Organization 1n an electronic formai

leaeral Etecnon Commussion (Revisea 272003) P,
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LINE 5. Check and fill out ONE of the
six sections as follows:

(a) All principal campaign committees
check (a) and fill in the corresponding
information for the candidate under (b).

(b) All other authorized committees
check (b) and fill in the corresponding
information for the candidate. In the
boxes for candidate/party affiliation, list
the abbreviation of the party (e.g., for
Democratic party, list “DEM,” for Re-
publican party, list “REP,” for Reform
party, list “REF,” for Green party, list
“GRE?” or for Independent, list “IND.”)
Consult the Commissions Web site at
www.fec.gov if unsure of the proper ab-
breviation to use.

(c) A committee supporting/opposing a
single federal candidate which is not
authorized by a candidate checks (c), and
includes the candidate’s name on the line
provided. Delegate and draft committees
must check (c), and provide the name of
the candidate supported.

(d) All national, State and subordinate
committees of a political party check (d)
and fill in whether the party is the na-
tional party (use code NAT), state party
(use code STA) or subordinate commit-
tee (use code SUB). In the boxes for can-
didate/party affiliation, list the abbrevia-
tion of the party (e.g., for Democratic
party, list “DEM,” for Republican party,
list “REP,” for Reform party, list “REF,”
for Green party, list “GRE” or for Inde-
pendent, list “IND.”) Consult the
Commission’s Web site at www.fec.gov
if unsure of the proper abbreviation to
use.

(e) All separate segregated funds check
(e). A separate segregated fund is a po-
litical committee established, financed,
maintained or controlled by a corpora-
tion, labor organization, membership
organization, cooperative or trade asso-
ciation

(f) A commitiee supporting/opposing
more than one lederal candidate and
which 1< not a separate seprepated fund
or & pohitical party committce chechs
box (f) Alloint fundraising represen-
tauives check (f) A commiticc estab-
lished to act a« a 10int fundraising 1ep-
resentative 1~ & pohincal comminec <e

INSTRUCTIONS FOR FEC FORM 1

lected or established by joint fundraising
participants as the committee respon-
sible for keeping joint fundraising
records, allocating proceeds and ex-
penses among participants and report-

ing the overall financial activity of the
fundraiser.

LINE 6. Political committees must list
all affiliated committees and connected
organizations (defined below) as fol-
lows. Do not leave this line blank. If
there are no affiliated committees as
described below, enter “None™ on this
line.

*Principal campaign committees list all
other committees authorized by the
same candidate. Under “Relationship,”
enter “affiliated.”

Political committees authorized by the .

same candidate (other than the princi-
pal campaign committee) list the prin-
cipal campaign committee authorized
by the same candidate. Under “Rela-
tionship,” enter “affiliated.”

*Political committees which have been
established, financed, maintained or
controlled by the highest level parent
organization (i.e., the corporation, la-
bor organization, membership organi-
zation, cooperative or trade associa-
tion) list:

*The name of the parent organization.
Under “Relationship,” enter “con-
nected” AND

*The name of any other political
committee(s) established, financed,
maintained or controlled by the same
parent organization or by a subsidiary,
branch or State, local, or other subor-
dinate unit of the same parent organi-
zation. Under “Relationship,” enter
“affiliated.”

Political committees which have been
established, financed, maintained or con-
trolled by a subsidiary, branch or State,
local, or other subordinate unit of an
organization list:

*The name of the subsidiary. branch or
State. local. or other subordinate unit
and the name of the parent organiza-
tion of which 111 a part Under “Rela-
tonship” enter “‘connected” AND

*The name of the highest level political
committee sponsored by the parent o1-
eamizauion Under “Relationship ~ en-
ter “affiliated”

Page 2 Feacrat Election ¢ ammuisaiar (Revisee 2:2005,

«State party committees list any subor-
dinate committees (i.e., any county,
district or local committee) under the
control or direction of the State com-
mittee. Under “Relationship,” enter
“affiliated.” (See 11 CFR 110.3(b).)

*Subordinate State party committees list
the State party committee. Under “Re-
lationship,” enter “affiliated.” (See 11
CFR 110.3(b).)

«Joint fundraising representatives list all
the political committees participating
in the joint fundraising effort. Under
“Relationship,” enter “joint fundraising
participant.”

«Joint fundraising participants list the
committee established to act as the joint
fundraising representative. Under “Re-
lationship,” enter “joint fundraising
representative.”

Separate segregated funds must check
the most appropriate box for the type of
“connected organization.” Note: The
term “connected organization” means
any organization which is not a political
committee but which directly or indi-
rectly establishes, administers or finan-
cially supports a political committee. A
connected organization may be a corpo-
ration (including a corporation without
capital stock), a labor organization, a
membership organization, a cooperative
or a trade association. The definition of
“affiliated committee” is contained at 11
CFR 100.5(g).

LINE 7. Enter the name, address and
committee position or the title of custo-
dian of the committee’s books and
records on Line 7. The telephone num-
ber is optional, but is helpful in expedi-
tiously resolving potential filing prob-
lems. If the treasurer is the custodian of
records, the term “treasurer” is sufficient
for Line 7.

LINE 8. Enter the name and address of
the committee’s treasurer on Line 8. The
name and address of any designated
agent (e.g., assistant treasurer) must also
be included on Line 8. Every pohtical
commitiee must have a treasurer and
may designate an assistant treasurer who
shall assume the duties and responsibili-
ties of the treasures 1n the event the trea-
surer 1< unavailable The Commssion

FL3ANGS. P
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recommends that each political commit-
tee designate an assistant treasurer be-
cause no contribution or expenditure
may be accepted or made by or on be-
half of a political committee at a time
when there is a vacancy in the office of
the treasurer. No expenditure may be
made for or on behalf of a political com-
mittee without the authorization of its
treasurer or another agent authorized
orally or in writing by the treasurer.

LINE 9. The committee must provide
the name and mailing address of any
bank, repository, or depository where the
committee holds funds. Each political
committee must have a checking account
or transaction account at one of its de-
positories. All receipts of a political
committee must be deposited into a des-
ignated campaign depository. All dis-
bursements must be made by check or
similar drafis drawn on an account at a
designated campaign depository, except
for expenditures of $100 or less made
from a petty cash fund.

Submit any additional information
required for any Line on separate con-
tinuation sheets appropriately labeled
and attached to the Statement of Orga-
nization. Indicate in the appropriate sec-
tion when information is continued on
separate page(s).

Treasurer’s Responsibilities

The treasurer of the political commit-
tee must preserve a copy of the Statement
of Organization and each amendment for
a period of not less than 3 years after the
date of filing. The treasurer of the politi-
cal committee is personally responsible
for the timely and complete filing of this
Statement and for the accuracy of any in-
formation contained in it.

Where to File

The original Statement of Organiza-
tion (FEC FORM 1) and all amendments
must be filed with the appropriate of-
fice as follows
*The principal campaign commitiee of

a candidate for the House of Represen-
tatives and political committees which
support o1 oppose only candidates for
the House file with the Federal Elec-
tion Comnussion 999 I- Street. N W
Washingion DC 20467

FE3ANO4Z PD

INSTRUCTIONS FOR FEC FORM 1

*The principal campaign committee of
a candidate for the Senate and politi-
cal committees which support or op-
pose only candidates for the Senate file
with the Secretary of the Senate, Of-
fice of Public Records, 232 Hart Sen-
ate Office Building, Washington, DC
20510-7116. Mail addressed to the
Secretary of the Senate should read:
“Office of Public Records, P.O. Box
5109, Alexandria, VA 22301-0109. ™

*An authorized committee which is not
the principal campaign committee of
a candidate files with the principal’
campaign committee which must for-
ward a copy to the appropriate office
listed herein.

*All other committees, including the
principal campaign committee of a
candidate for the office of President or
Vice President, file with the Federal
Election Commission, 999 E Street,
N.W.,, Washington, DC 20463.

Principal campaign committees of

House and Senate candidates must file

a copy of this form with the state in

which the office is sought, with the ex-

ception of committees of candidates in
states that have qualified for the

Commission’s state filing waiver pro-

gram. Principal campaign committees of

Presidential candidates must file a copy

of this form in each state in which they

have made expenditures, with the excep-
tion of those states that have qualified
for the Commission’s state filing waiver
program. A list of qualified states is
available from the Federal Election

Commission. '

Unauthorized political committees
must continue to file copies of this form
with the states in which they have their
headquarters, with the exception of com-
mittees that are located in states that have
qualified for the state waiver program.

The Treasurer must sign the State-
ment of Orgamzation.

l-caeral Electior ( ommussion (Rewvisec 22003 Paer =
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STATEMENT OF ORGANIZATION

FOR POLITICAL ACTION COMMITTEES AND PARTY COMMITTEES

(See Reverse Side For Instructions)
This isa (check one) D Party Committee Political Action Committee
This is an (check one) Initial Statement D Amended Statement

COMMITTEE (PLEASE TYPE OR PRINT)
Name

Westar Energy Employees Political Action Committee

Mailing Address (Street, City, State, Zip Code)
818 South Kansas Avenue, Topeka, KS 66601

CHAIRPERSON

—
Name
Don Hill

Mailing Address (Street, City, State, Zip Code)
1101 E. Main, Independence, KS 67301

TREASURER . -
Name '
Jeff Martin

Mailing Address (Street, City, State, Zip Code)
225 Seth Child Road, Manhattan, KS 66502

AFFILIATED OR CONNECTED ORGANIZATIONS
Nam

© Westar Energy

Mailing Address (Street, City, State, Zip Code)
818 South Kansas Avenue, Topeka, KS 66601

If not connected or affiliated with an organization, identify the trade, profession, or primary interest of the contributors.

SIGNATURE:

“] declare that this statement has been examined by me and to the best of my knowledge and
belief 1s true. correct and complete. 1 understand that the intentignal failure {p file this document

o1 intenuonally filing 2 false document 1s a class A mlsdemC}mf N
?-26-03 s /’k//

(Date) . 1Sighature 0f Chairperson)

Governmental Ethics Commission

Rex 2000
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KANSAS GOVERNMENTAL ETHICS COMMISSION

POLITICAL ACTION COMMITTEE REGISTRATION STATEMENT

This is an (Check one) v

COMMITTEE

Initial Statement

Amended Statement

(Please Type or Print)

Full Name Westar Energy Employees Political Action Commiittee

Street  g4g South Kansas Avenue

City Topeka State g Zip Code gggo1
CHAIRPERSON & Mailing Address
Full Name 5,
Street 4101 E. Main
City jngependence State kg Zip Code g7304
TREASURER & Mailing Address
Full Name Jeff Martin
Street 525 Seth Child Road
City Manhattan State kg Zip Code gg502
REGISTRATION FEE (Cbeck One)
$20 Fee | Our political committee anticipates receiving contributions of $500 or less in this
calendar year.
$35 Fee | Our political committee anticipates receiving contributions of more than-$500 . }
but less than $2,501 in this calendar year.
$240 Fee | Our political committee anticipates receiving $2,501 or more in this calendar year.
X

The appropriate fee must accompany your Political Action Committee Registration Statement. Please make

check payable to the Governmental Ethics Commission.

L4l

Signature of Chairperson o1 Treasurer
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TO: Doug Lake %@m

FROM: Carl Koupa Raoum

. ber 20, 2000 d NAL
DATE: September 20, COURRESPONDENCE

SUBJECT: Contributlons

cC:

Below ars the names of the committees for the contributions.

Please retum these checks and we'll defiver them together. You'll note one addition of a
Topeka City Councll person.

Tishrt for Congress

Ryun for Congress

Jerry Moran for Congress

Dennis Moore for Congress

Annle Keuther for State Representative
" Lynn Jenkins for Senate Campaign

Toelkes for State Representative

Gordon for State Representative

Vanessa Hill for Council ($100)
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WESTAR ENERGY, INC.

Code of Business Conduct and Ethics
Adopted July 16, 2003

1. Introduction

This Code of Business Conduct and Ethics (“Code”) flows out of our core
values of safety, integrity, and accountability. This Code has been adopted by our
board of directors and summarizes the standards that must guide our actions. While
covering a wide range of business practices and procedures, these standards cannot
and do not cover every issue that may arise, or every situation where ethical
decisions must be made, but rather set forth key guiding principles that represent
Company policies and establish conditions for employment at the Company.

We must strive to foster a culture of honesty and accountability. Our
commitment to the highest level of ethical conduct should be reflected in all of the
Company’s business activities including, but not limited to, relationships with
employees, customers, suppliers, competitors, the government and the public,
including our investors. All of our employees, officers and directors must conduct
themselves according to the language and spirit of this Code and seek to avoid even
the appearance of improper behavior. Even well-intentioned actions that violate the
law or this Code may result in negative consequences for the Company and for the
individuals involved. '

Our Company’s goal is to be a model of corporate governance. We are
committed to achieving a superior reputation for integrity, professionalism and
fairness. We should all recognize that our actions are the foundation of our
reputation, and adhering to this Code and applicable law is imperative.

2. Compliance with Laws, Rules and Regulations

We are strongly committed to conducting our business affairs with honesty
-and integrity and in full compliance with all applicable laws, rules and regulations.
No employee, officer or director of the Company shall commit an illegal or
unethical act, or instruct others to do so, for any reason.

If you believe that any practice raises questions as to compliance with this
Code or applicable law, rule or regulation, or if you otherwise have questions
regarding any law, rule or regulation, please contact the corporate compliance
officer directly or call the Company’s integrity hotline. The Company will hold
information and training sessions to promote compliance with the laws, rules and
regulations that affect our business.
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3. Trading on Inside Information

Using non-public information to trade in securities, or providing a family
member, friend or any other person with a “tip”, is illegal. All non-public
information should be considered inside information and should never be used for
personal gain or the personal gain of others. You are required to familiarize yourself
and comply with the Company’s policy against insider trading, copies of which are
distributed to all employees, officers and directors and are available from the
corporate compliance officer. You should contact the corporate compliance officer
with any questions about your ability to buy or sell securities.

4. Protection of Confidential Proprietary Information

Confidential proprietary information generated and gathered in our business
is a valuable Company asset. Protecting this information plays a vital role in our
continued growth and ability to compete, and all proprietary information should be
maintained in strict confidence, except when disclosure is authorized by the
Company or required by law.

Proprietary information includes all non-public information that might be
useful to competitors or others that could be harmful to the Company or its
customers if disclosed. Intellectual property such as trade secrets, patents,
trademarks and copyrights, as well as business research and new product plans,
objectives and strategies, records, databases, salary and benefits data, employee
medical information, customer, employee and suppliers lists and any unpublished
financial or pricing information must also be protected.

Unauthorized use or distribution of proprietary information violates
Company policy and could be illegal. Such use or distribution could result in
negative consequences for both the Company and the individuals involved,
including potential legal and disciplinary actions. We respect the property rights of
other companies and their proprietary information and require our employees,
officers and directors to observe such rights.

Your obligation to protect the Company’s proprietary and confidential
information continues even after you leave the Company. You must return all
proprietary and confidential information in your possession upon leaving the
Company.

S. Conflicts of Interest

Our employees, officers and directors have an obligation to act in the best
interest of the Company. All employees, officers and directors should endeavor to
avoid situations that present a potential or actual conflict between their interest and
the interest of the Company.

*
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A “conflict of interest™ occurs when a person’s private interest interferes in
any way, or even appears to interfere, with the interest of the Company, including its
subsidiaries and affiliates. A conflict of interest can arise when an employee, officer
or director takes an action or has an interest that may make it difficult for him or her
to perform his or her work objectively and effectively. Conflicts of interest may also
arise when an employee, officer or director (or someone with a close relationship to
him or her) receives improper personal benefits as a result of the employee’s,
officer’s or director’s position in the Company.

Although it would not be possible to describe every situation in which a
conflict of interest may arise, the following are examples of situations that may
constitute a conflict of interest:

o Working, in any capacity, for a competitor, customer or supplier
while employed by the Company.

. Accepting gifts of more than modest value or receiving personal
discounts or other benefits as a result of your position in the
Company from a competitor, customer or supplier.

o Competing with the Company for the purchase or sale of property,
services or other interests.

e Having an interest in a transaction involving the Company, a
customer or supplier (other than as an employee, officer or director of
the Company and not including routine investments in publicly
traded companies).

o Receiving a loan or guarantee of an obligation as a result of your
position with the Company.

. Directing business to a supplier owned or managed by, or which
employs, a relative or friend.

Situations involving a conflict of interest may not always be obvious or easy
to resolve. You should report actions that may involve a conflict of interest to the
corporate compliance officer. :

In order to avoid conflicts of interests, each officer and director must disclose
to the corporate compliance officer any material transaction or relationship that
reasonably could be expected to give rise to such a conflict, and the corporate

- compliance officer shall notify the nominating and corporate governance committee

of the board of directors of any such disclosure. Conflicts of interests involving the
corporate compliance officer shall be disclosed to the nominating and corporate
governance commitiee
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6. Protection and Proper Use of Company Assets

Protecting Company assets against loss, theft or other misuse is the
responsibility of every employee, officer and director. Loss, theft and misuse of
Company assets directly impact our profitability. Any suspected loss, misuse or
theft should be reported to your supervisor and the corporate compliance officer.

The sole purpose of the Company’s equipment, vehicles and supplies is the
conduct of our business. They may only be used for Company business consistent
with Company guidelines.

7. Corporate Opportunities

Employees, officers and directors are prohibited from taking for themselves
business opportunities that arise through the use of corporate property, information
or position. No employee, officer or director may use corporate property,
information or position for personal gain, and no employee, officer or director may
compete with the Company. Competing with the Company may involve engaging
in the same line of business as the Company, or any situation where the employee,
officer or director takes away from the Company opportunities for sales or purchases
of products, services or interests.

8. Fair Dealing

Each employee, officer and director of the Company should endeavor to deal
fairly with customers, suppliers, competitors, the public and one another at all times
and in accordance with ethical business practices. No one should take unfair
advantage of anyone through manipulation, concealment, abuse of privileged
information, misrepresentation of material facts or any other unfair dealing practice.
No payment in any form (kickbacks) shall be made directly or indirectly to an
employee, officer, or director, for the purpose of obtaining or retaining business or
obtaining any other favorable action. The Company and the employee, officer or
director involved may be subject to disciplinary action as well as potential civil or
criminal liability for violation of this policy.

Occasional business gifts to and entertainment of non-government
employees in connection with business discussions or the development of business
relationships are generally deemed appropriate in the conduct of Company business,
subject to the Company’s employee expense travel & entertainment policy.
However, these gifts should be given infrequently and their value should be modest.
Gifts or entertainment in any form that would likely result in a feeling or expectation
of personal obligation should not be extended or accepted.

Practices that are acceptable in commercial business environments may be
against the law or the policies governing federal. state or local government
employees. Therefore. no gifis or business entertainment of any kind may be given
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to any government employee without the prior approval of the corporate compliance
officer. - -

Except in certain limited circumstances, the Foreign Corrupt Practices Act
(“FCPA”) prohibits giving anything of value directly or indirectly to any “foreign
official” for the purpose of obtaining or retaining business. When in doubt as to
whether a contemplated payment or gift may violate the FCPA, contact the corporate
compliance officer before taking any action.

9. Quality of Public Disclosures

The Company has a responsibility to communicate effectively with
shareholders so that they are provided with full and accurate information, in all
material respects, about the Company’s financial condition and results of operations.
Our reports and documents filed with or submitted to the Securities and Exchange
Commission and our other public communications shall include full, fair, accurate,
timely and understandable disclosure. The Company has established a disclosure
committee consisting of senior management to assist in monitoring such disclosures.

10. Compliance with This Code and Reporting of Any Illegal or Unethical
Behavior

All employees, directors and officers are expected to comply with all of the
provisions of this Code. The Code will be strictly enforced throughout the Company
and violations will be dealt with immediately, including subjecting persons to
corrective and/or disciplinary action such as dismissal or removal from office.
Violations of the Code that involve illegal behavior will be reported to the
appropriate authorities.

Situations that may involve a violation of ethics, laws or this Code may not
always be clear and may require difficult judgment. Employees should report any
concerns or questions about violations of laws, rules, regulations or this Code to
department management and the corporate compliance officer. Reporting of such
violations may also be done anonymously through the Company’s integrity hotline.
An anonymous report should provide enough information about the incident or
situation to allow the Company to investigate properly. If concems or complaints
require confidentiality, including keeping an identity anonymous, the Company will
endeavor to protect this confidentiality, subject to applicable law, regulation or legal
proceedings. All accounting, internal accounting controls or auditing matters, will
be reported to the audit committee of the board of directors. Interested parties may
also communicate directly with the Company’s non-management directors through
contact information located in the company’s annual proxy statement.

Any concerns about violations of laws, rules, regulations or this Code by any
officer or director should be reported promptly to the corporate compliance officer.
and the corporate compliance officer shall notify the nominating and corporate
governance commitiee of any violation. Any such concerns involving the corporate

5



compliance officer should be reported to the general counsel. The general counsel
will notify the nominating and corporate governance committee. The Company
encourages all employees, officers and directors to report any suspected violations
promptly and intends to thoroughly investigate any good faith reports of violations.
The Company will not tolerate any kind of retaliation for reports or complaints
regarding misconduct that were made in good faith. Open communication of issues
and concerns by all employees without fear of retribution or retaliation is vital to the
successful implementation of this Code. You are required to cooperate in internal
investigations of misconduct and unethical behavior.

The Company recognizes the need for this Code to be applied equally to
everyone it covers. The corporate compliance officer of the Company will have
primary authority and responsibility for the enforcement of this Code, subject to the
supervision of the nominating and corporate governance committee, or, in the case
of accounting, internal accounting controls or auditing matters, the audit committee,
of the board of directors, and the Company will devote the necessary resources to
enable the corporate compliance officer to establish such procedures as may be
reasonably necessary to create a culture of accountability and facilitate compliance
with the Code. Questions concerning this Code should be directed to the corporate
compliance officer.

11. Waivers and Amendments

Any waivers of the provisions in this Code for officers or directors may only
be granted by the board of directors and will be promptly disclosed to the
Company’s investors. Any waivers of this Code for other employees may only be
granted by the corporate compliance officer in consultation with the CEO.
Amendments to this Code must be approved by the board of directors, and
amendments of the provisions in this Code applicable to the CEO and CFO will also
be promptly disclosed to the Company’s investors.

12.  Equal Opportunity, Non-Discrimination and Fair Employment

The Company’s policies for recruitment, advancement and retention of
employees forbid discrimination on the basis of any criteria prohibited by law,
including but not limited to race, sex and age. Our policies are designed to ensure
that employees are treated, and treat each other, fairly and with respect and dignity.
In keeping with this objective, conduct involving discrimination or harassment of
others will not be tolerated. All employees are required to comply with the
Company’s policy on equal opportunity, non-discrimination and fair employment,
copies of which were distributed and are available from the human resources
department.

13.  Compliance with Antitrust Laws

The antitrust laws prohibit agreements among competitors on such matiers as
prices. terms of sale 10 customers and allocating markets or customers Antitrust

6
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laws can be very complex, and violations may subject the Company and its .
employees to criminal sanctions, including fines, incarceration and civil liability. If
you have any questions, consult the legal department.

14. Political Contributions and Activities

Any political contributions made by or on behalf of the Company and any
solicitations for political contributions of any kind must be lawful and in compliance
with Company policies. This policy applies solely to the use of Company assets and
is not intended to discourage or prevent individual employees, officers or directors
from making political contributions or engaging in political activities on their own
behalf. No one shall be reimbursed directly or indirectly by the Company for
personal political contributions.

15.  Environment, Health and Safety

The Company is committed to conducting its business in compliance with all
applicable environmental and workplace health and safety laws and regulations.
The Company strives to provide a safe and healthy work environment for our
employees and to avoid adverse impact and injury to the environment and
communities in which we conduct our business. Achieving this goal is the
responsibility of all officers, directors and employees.
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POLITICAL CAMPAIGN CONTRIBUTION POLICY

RESOLVED, that the Political Campaign Contribution Policy in the form
presented to the Board at the meeting is hereby approved; and further

RESOLVED, that the officers of the Company are hereby authorized to
take such actions as they may deem necessary or appropriate to carry out the
foregoing resolution.
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Restore vo

Corporate Governance

Economic
Development Westar Energy 1s committed to fair and ethical business practices and to
Family of strict compliance with laws governing our business activities To help ensure
Companies our business is conducted with honesty and integrity, and to provide
employees direction and allow employees a safe outlet to voice concerns,
Corporate Governance we have instituted the Westar Energy integnty Hotline and the Code of
Business Conduct and Ethics
Employment
Opportunities .
The Integrity Hotline
) The Integnity Hotline 1s a confidential outlet for employees, vendors and
| others to express concerns regarding possible problems The toll-free
] hotline number 1s 1-877-248-1184 The hotline fields calls concerning
e
“: e Questionable accounting or auditing matters
.
oy ¢ Dishonest or improper conduct
gy ‘ o Other possible infractions or violations of law
(e
W
™ The Westar Energy Code of Business Conduct and Ethics clearly

outlines business practices focusing on honest business practices with
customers, shareholders, employees and vendors

hup //waw wi com:corporate_poy ernance html 115200z
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POLITICAL CAMPAIGN CONTRIBUTION POLICY

RESOLVED, that the Political Campaign Contribution Policy in the form
presented to the Board at the meeting is hereby approved; and further

RESOLVED, that the officers of the Company are hereby authorized to

take such actions as they may deem necessary or appropriate to carry out the
foregoing resolution.
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Political Fundraising

Board Resolution: 1. Management is directed to retain outside counsel to assist the
Company in adopting a formal policy with respect to political fundraising.
Management shall report to the Board in 90 days on the implementation of such
policy. 2. Management is directed to periodically consult with counsel to review the
policy to ensure that it continues to accurately reflect developments in the law.

Westar Energy holds a right and responsibility to participate in the political process. The
Company will protect and advance its interests in lawful, ethical, and proper ways.

Officers may occasionally be encouraged by peer officers to contribute to political
candidates; the decision to contribute is strictly voluntary and refusal to contribute shall
not affect an officer’s terms of employment. Under no circumstances will corporate
facilities or administrative personnel be used in connection with any such efforts.

Westar Energy shall not make corporate contributions to candidates for federal or state
office, even where state law may permit such contributions.

Westar Energy employees are in the process of re-establishing state and federal political
action committees (PACs).

* An executive committee selected by fellow employees shall govern the- PACs.
Members of the executive committee will serve on a voluntary basis.

*  Westar officers may not serve on the PACs’ executive committee.

= The executive committee shall make all decisions regarding PAC contributions to
candidates. The executive committee shall coordinate and conduct political
fundraising solicitations for the PACs.

* The executive committee shall govern the PACs, establish PAC by-laws and
recruit members from among salaried employees. Outside counsel will provide
advice to assure the PACs are in strict compliance with laws and regulations.

* Westar’s lobbyist (manager of government affairs) shall serve as a non-voting
advisor to the executive committee.

* Employee participation and contributions shall be strictly voluntary. Terms of
employment shall not be influenced by one’s decision whether or not to
participate in the employee PACs. When PAC solicitations or information is
disseminated, employees shall be notified that participation and contributions are
strictly voluntary.
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®= To the extent allowed by law, Westar Energy may provide the establishment and
administration support for the PACs (egs, allow use of company materials and
resources to publish PAC newsletters, use of facilities for PAC executive
committee meetings, sponsoring of PAC membership drives and activities such as

meetings, dinners, refreshments, etc). Expert counsel is advising as to the limits
of corporate support for PAC operating costs.

* In the short term, Westar Energy may make an initial “seed-money” contribution
to the employee state PAC to encourage employee participation and effect a
transition from state corporate contributions to state PAC contributions. Corporate
contributions to the federal PAC are not allowed by law.

Westar Energy shall periodically consult expert counsel in campaign election law to
review changes in state and federal election law and to advise the company and the
employee PACs on compliance. The Company has recently retained Tim Jenkins of
O’Connor & Hannan as expert counsel to investigate special committee issues relating to
political contributions and to advise regarding political contributions in the future.
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Mark Schreiber

Senior Manager, Government Affairs

818 South Kansas Avenue / P.O Box 889 / Topeka, Kansas 66601
Phone: (785)575-8369 / Fax- (785)575-8119
Mobile (785)230-0897
mark_schreiber@wr com
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ARTICLES OF ASSOCIATION
OF
WESTAR ENERGY EMPLOYEES
- POLITICAL ACTION COMMITTEE

~ ARTICLE1

Organization

Section A. The name of this Association shall be Westar Energy Employees
Political Action Committee and may be known as “Westar Energy PAC.”

Section B. The Association shall be voluntary, nonprofit, nonpartisan, and
unincorporated and shall not be affiliated with any specific candidate for public
office, specific political group, or other person or persons except as may be
provided herein. '

Section C. Westar Energy, a Kansas corporation with its principal office at
818 S. Kansas Avenue, Topeka, Kansas, 66612, shall be deemed to be the only
connected organization of the PAC. Establishment and solicitation expenses for
Westar Energy may be paid by Westar Energy as provided for in applicable federal
and state laws.

Section D. The Association shall be domiciled within Shawnee County,
Kansas.

ARTICLE II

Purposes

The purposes of this Association are:

1. to promote good citizenship through the personal and financial participation
of its members in the election of public officials, and;

2. to protect and preserve a sound investor-owned utility industry by
supporting federal and state candidates, regardless of party affiliation. who
have been supportive of the investor-owned utilitv industrv and/or are
positioned 10 impact upon our ndustry.
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ARTICLE 111
Powers

Section A. In order to effectuate the foregoing purposes, but not in
limitation thereof, the Association is empowered to:

1. solicit voluntary individual personal contributions to the Association for
distribution by it to further the candidacies of selected candidates for elective
public office;

2. expend monies and make contributions to further the candidacies of selected
candidates for elective public office; and

3. do all things necessary and desirable consistent with applicable laws, rules,
and regulations.

Section B. The Association is not authorized to borrow funds or incur debts
other than accounts payable in the ordinary course of business.

ARTICLE IV

Participation

Participation is voluntary and shall be open to eligible Westar Energy
employees who meet the minimum requirements as established under applicable
federal and state law and such additional requirements as may be established by the
Association’s Board of Directors.

" ARTICLE V
Contributions To The Association

Section A. Contributions to the Association will be collected for the
purpose of contributing to federal candidates for seats in the United States House
of Representatives and Senate and for the Presidency and to candidates for state
elective offices as approved by the Board of Directors.

Section B. No contribution shall be accepted which is earmarked for any
political commitiee or candidate.



Section C. No contribution will be accepted from individuals who are not
citizens or permanent legal residents of the United States.

Section D. Contributions to the Association shall be wholly voluntary and
no direct or indirect pressure or coercion shall be exerted on any person to induce
or compel a contribution.

~Section E. Contributions which exceed the limits set by applicable law will
not be accepted. The Treasurer or Assistant Treasurer shall return to the
appropriate donor any contribution which exceeds the legal limit or which is
otherwise prohibited by law.

Section F. Association funds shall not be commingled with those of any
individual or other organization.
L ‘

& ARTICLE VI

wn) '

'“: Contributions By The Association

wy |
ol Section A. The Association may make contributions to candidates for seats
it in the United States House of Representatives and Senate and for the Presidency
il and to candidates for state elective offices as approved by the Board of Directors.

Section B. The Board of Directors of the Association, shall, in its
discretion, determine how funds shall be distributed. Notwithstanding this
discretionary authority, the Board of Directors shall, on a bipartisan basis, consider
whether the proposed recipient is a candidate that shares positions consistent with
the purposes of the Committee as stated in Article I1.

Section C. Contributions shall be on checks or bank drafts bearing the name
of the Association and shall be executed by the Treasurer or Assistant Treasurer.

ARTICLE VI

Officers and Board of Directors

Section A. The Officers of the Association shall be the Chairperson. the
Secretarv. and the Treasurer.
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Section B. The initial Officers shall be:
Chairperson:
Secretary:
Treasurer:

Section C. The Chairperson and the Secretary shall serve a term of two
years or until a successor assumes the position.

Section D. The Board of Directors shall be comprised of the officers and six
other individuals appointed by the officers to serve as directors-at-large. The
directors-at-large shall serve a term of two years or until a successor assumes the
position, except that three of the initial directors-at-large shall serve an initial term
of three years or until a successor assumes the position.

Section E. The Board of Directors shall meet periodically to consider issues
relating to the management of the Association, including, but not limited to:

1. determining how funds shall be distributed;
2. determining which employees will be solicited; and
3. determining which lawful solicitation methods shall be utilized.

ARTICLE VIII
Treasurer and Assistant Treasurer

Section A. The Board of Directors shall appoint an Assistant Treasurer
from the directors-at-large. The Treasurer or Assistant Treasurer will keep the
financial and other records of the Association, shall comply with all applicable
legal requirements, and shall perform such other duties as may be assigned by the
Board of Directors. The specific duties of the Treasurer shall include, but are not
necessarily limited to the following:

1. advising the Board of Directors of the total amount of funds held by the
Association and such other information as may be appropriate under the
circumstances;

2. maintaining all required records regarding contributions and expenditures
and filing all necessary reports with appropriate federal. state and local
authonties; -

3. establishing and maintaiming one or more bank accounts for the deposit of
all contributions received: '
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4. keeping a detailed account of all contributions, the name and mailing
address of every person making a contribution in excess of $50.00 and all
expenditures made by or on behalf of the Association; and

5. disbursing funds as directed by the Board of Directors.

Section B. If the Treasurer is unable to perform such duties, the Assistant
Treasurer shall assume the duties of the Treasurer. The Treasurer may also
delegate to the Assistant Treasurer, on a discretionary basis, the duties of the
Treasurer. '

Section C. The Treasurer and Assistant Treasurer are the only personnel
empowered to disburse the Association’s funds.

Section D. Notwithstanding any other provision contained herein,
contributors to the Association shall be kept confidential by the Treasurer and
Assistant Treasurer unless their identity is required to be disclosed under
applicable laws and regulations.

. Section E. The Treasurer shall maintain the following records for the ready
availability of all current contributors to the Association:

1. the Articles of Association of the PAC; |
2. all other records required by applicable laws and regulations to be filed and
made available to the public.

Current contributors include those who have made or pledged a contribution

| _ dufing the calendar year in which the request for document disclosure is made.

Section F. The Treasurer and Assistant Treasurer shall serve indefinite
terms. They can be replaced by a majority vote of the Board of Directors.
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ARTICLE IX

Separate Funds

The Association may establish separate funds for the primary purpose of
receiving contributions and other monies and making contributions and other
disbursements for candidates for state elective office in Kansas and for federal
candidates. The separate funds will be administered in accordance with applicable
laws and regulations. If permitted by law, transfers between funds of the
Association may be authorized by a majority of the Board of Directors.

ARTICLE X

Amendments -

These bylaws may be amended, repealed or altered, in whole or in part, by a
majority vote of the Board of Directors.

ARTICLE XI
Dissolution

Section A. The Association may be dissolved by a unanimous vote of the
Board of Directors.

Section B. In the case of dissolution, the Treasurer shall return
undistributed funds to the contributors readily identifiable, and any funds, which
are not identifiable, may, prior to dissolution of the Association, be disbursed by
the Association to candidates for election to federal and state office in accordance
with these Bylaws.



